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JOHN MAYNARD KEYNES 


Tue death of Lord Keynes is a loss, the full immensity of 
which we cannot yet begin to measure, to the world, to Britain, 
to his friends, and not least to economics and to the Royal 
Economic Society. 

The world has lost one of the very few with the imagination, 
courage and leadership needed to restore civilisation and build 
a firm economic base for peace and happiness. Britain has lost 
the chief architect of the economic policy which made victory 
possible, her chief advocate in economic negotiations, the brain 
which more than any other was shaping her economic future. 
His friends have lost one who embodied for them not only all that 
was finest in liberal civilisation and learning, but also all that 
was firmest in moral strength, human affection and intimacy. 
Economics has lost the inspiration of one who for a generation 
has been the centre of every controversy, the fountain of new 
ideas, the iconoclast who destroyed to build better, the thinker 
who more than any other in the history of our science has helped 
to make man master of his fate. 

In the Royal Economic Society he was Editor of the JouRNAL 
from 1911 to 1944, Secretary from 1913 to 1944, and its President 
at his death. The present generation of Fellows have never 
known the Society without him as its central figure. To him we 
owe our strength and prosperity. 

We plan to devote a later issue primarily to a memorial of his 
many-sided genius. We print in this issue the last article that 
he wrote, inspired by the desire that we in Britain should the 
more clearly understand one of the problems that confronted 
his friends in the United States. 

R. F. H. 
E. A. G. R. 


No. 222.—vo.. LVI. 





THE BALANCE OF PAYMENTS OF THE UNITED STATES 


THE recent proposals for financial and economic agreements 
with the United States have raised doubts in many quarters on 
two largely distinct matters. The first relates to our capacity to 
achieve an adequate increase in the volume of our exports. The 
second relates to America’s capacity to accept goods and services 
from the rest of the world on a scale adequate to secure a reasonable 
equilibrium in her overall balance of payments. Both these issues 
relate to the position of ourselves and of the United States respec- 
tively in relation to the rest of the world taken asa whole. On the 
assumption, however, that the International Monetary Fund and 
other supporting arrangements will be successful in establishing 
multilateral clearing of current transactions over a wide area, 
bilateral equilibrium will be achieved between the United King- 
dom and the United States, if the two conditions are fulfilled that 
British exports of goods and services to the rest of the world as a 
whole reach an appropriate level and that American imports of 
goods and services from the rest of the world as a whole reach an 
appropriate level. If these conditions are satisfied, there will be 
no necessity for a strictly bilateral balance between the two 
countries taken in isolation. 

This article is solely concerned with the available statistics re- 
lating to the second of these two problems—namely, the balance 
of payments of the United States. It is dangerous in this, as in 
many other contexts, to project pre-war statistics into the so 
greatly changed post-war world. But some current conclusions 
on the matter may be based too much on general impressions and 
too little on an examination of the details, with the result that the 
problem is not seen in the right perspective, that the orders of 
magnitude involved are not rightly apprehended, and, as a result, 
that the difficulties ahead of us are exaggerated. The object 
of this article is not to make definite predictions, but to bring out 
some of the data which are required for an informed judgment, 
as the prospects of the future gradually unfold themselves. 

Let us begin with the figures of the pre-war position. The 
favourable balance of the U.S. year by year from 1930 to 1938 
on all current transactions ran as follows :— 


$ million. $ million. 
1930 . ‘ r - +735 1935 . i ‘ - —156 
1931 . > ‘ - +175 1936 . ; ; . —218 
1932 . ‘ - +159 1937 . ‘ 7  — ie 
1933 . . " - +108 1938 . . ; - +967 


1934 . ‘ . - +341 
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Thus it is a mistake to suppose that the United States had an 
enormously favourable balance on current account. If the nine- 
year period is broken up into three-year periods, the average 
favourable balance works out at $356 million, $98 million and 
$239 million. The average for the whole period—namely, $231 
million—is very much the same as it was for the latest triennium. 
Moreover, if the first and last years of the period are left out, it will 
be seen that during the intervening seven years, which included 
the slump, the United States current balance of trade broke about 
even. Even with the inclusion of the first and last years the 
average favourable balance of the United States on current account 
before the war was much less than the favourable balance earned by 
the United Kingdom (at a much lower price level) at the time when 
we were building up our overseas investments; and it was about 
the same as our own favourable balance as recently as 1923-29, 
when our own average surplus was $374 million. The generai 
impression to the contrary is based partly perhaps on the figure 
of the most recent pre-war year—namely, 1938—but mainly, I 
think, on a confusion between current movements and capital 
movements. The pressure on the rest of the world from 1930 
onwards was due to a large-scale capital movement from Europe 
to America being superimposed on a substantial, but not unwieldy, 
balance on current account. The serious consequences to the rest 
of the world flowed from the anomaly of a country with a sub- 
stantial favourable balance being simultaneously the recipient of 
investible funds from abroad. Most countries, however, have now 
armed themselves with precautionary powers against the repetition 
of undesirable and useless capital movements of this character. 
The influence of the Bretton Woods plan is, of course, against a 
future repetition of this experience. Surely we now have means 
to avoid it. 

Nor is it the case that in times of depression in America 
imports always fall off on a great scale relatively to exports. 
The statistics of the decade before the war show that, on the 
whole, industrial production, exports and imports tend to move 
together. The common opinion on this matter is based too 
exclusively on the experience of 1938 (1939, being a war year for 
the rest of the world, cannot be used as a basis for the argument) 
compared with 1936 and 1937. The movements are shown in 
Table I. 

All that can be said o: the other side is that these figures do not 
show what would happen in a period of slump in the United States 
and of full employment in the rest of the world. This, however, 
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TABLE I 
Indices of U.S. Industrial Production, Imports and Exports 
(1935-39 = 100) 
| 
‘| 





5.| 1936.| 1937.| 1938, 1939. 























| 1930.| 1931,| 1932. 


| 











Industrial _pro- | 








| 
duction . 91 | 75 58 69 75 | 87 103 | 113 | 89 = 
Imports 129 | 89 56 | 61 70 87 | 102 | 130 83 | 9 
Exports | 134 | 85 | 56 | 59 | 74 | 80 | 86 | 117 | 108 | 110 
| 








Notes.—Figures for industrial production are the Federal Reserve Board 
unadjusted index (1935-39 = 100). The import and export indices have been 
calculated on the same basis. 


involves an a priori, not a statistical, argument, which would lead 
us on to the question just what difference in such circumstances 
the proposed financial and economic agreements would make. 
I am limiting myself here to the statistical evidence and to 
conclusions purporting to be based on it. 

Perhaps the most mistaken and most prevalent delusion 
relates, however, to the creditor position of the United States 
to-day in relation to the rest of the world. It is commonly 
believed that the end of the war has left the United States in a 
strong creditor position, in addition to her large gold reserves. 
How many people are aware that apart from her gold holdings, 
which do not, of course, represent an undischarged claim on the 
rest of the world, the United States was a debtor country on 
balance at the end of 1945? The details are as follows :— 


TABLE II 


International Investment Position of the United States, 
December 31, 1945. 


$ billion. 
Assets (United States investments abroad) : 
Long-term : 
Direct ‘ , : . ; ‘ . 70 
Foreign dollar bonds - ; . ; ‘ ‘ - 419 
United States Government “ ‘ ‘ . ° « 2 
Miscellaneous private 1-0 


Total long-term . . ‘ ° ° ° r 12-6 


Short-term : 
Private . ; ‘ , . 7 m ‘ ; . 03 
Official . . . m . . » ‘ . 


Total short-term . ° ° e ; ‘ ‘ O-4 





Total assets . ° . ® ° ° e . 13-0 
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TABLE II—continued. 





$ billion. 
Liabilities (foreign investments in the United States) : 
Long-term : (?) 
Direct . 2-3 
Preferred and common stocks 3:7 
Corporate and Government bonds 0-9 
Miscellaneous . > . 0-6 
Total long-term. ‘ é ‘ . ; . 75 
Short-term : 
Private ° 4-5 
U.S. Government “ ; 3-1 
Total short-term . ; . . : . : 76 
Total liabilities ; ‘ ; ' . . : 15-1 


Net creditor (+) or debtor (—) ene of the United States : 
On long-term account , ‘ +5- 
On short-term account —7 


tom 





Net position . ‘ , , : , ‘ : —2-1 








Notes.—(1) Preliminary Estimates. The preceding table, prepared by the 
U.S. Department of Commerce, appears in Part 2 of the Eighth Report of the U.S. 
Congressional Committee on Postwar Economic Policy and Planning dated 
February 7, 1946. 

(2) Basis of valuation : Direct investments at book value; all other at market 
values where available, otherwise par or estimated values. 

(3) Includes estimated amounts due under Lend-Lease credits and Military 
civilian supply programmes; outstanding Export-Import Bank Loans and the 
R.F.C. Loan to the U.K.; and the $650 million due by the U.K. under the Lend- 
Lease Settlement of December 6, 1945. 

(4) Includes holdings of United States currency and of short-term Government 
securities as well as certain foreign deposits within the U.S. Treasury. 








TABLE IIT 
U.S. Gold Holdings 
($ million) 
Decrease or 
USS. gold 7 increase (—) in 
reserves at 7 — ear-marked 
end of period. — gold on 
foreign account. 
1938 14,512 1,974 —333 
1939 17,644 3,574 —534 
1940 21,995 4,744 — 645 
1941 22,737 982 —408 
1942 22,726 316 —458 
1943 21,938 69 — 804 
1944 ; ‘ 20,619 —845 —460 
1945 Jan.—Nov. 20,030 —125 — 352 
1945 Oct. 20,036 
1945 Jan.—Dec. 20,065 —357 














Note.—Source : 


Federal Reserve? Bulletin, Jan. 1946. 
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TABLE IV 





| 
Short-term foreign liabilities reported | 


by Banks in U.S. $ million. 








End of December 1938 1,997 
a m 1939 3,057 
= - 1940 . ; r 3,785 
nr 7 1941 . ‘ ‘i 3,482 
et ms 1942 . ‘ 3,987 
“ as 1943 5,154 
a - 1944 . , . 5,269 
End of October 1945 . . ‘ 6,397 





Of the amounts outstanding on Oct. 31, 1945, $3,748 million represented 
official balances and $2,649 million other balances. 


Notes.—(1) Other capital movements in the period December 1941 to October 
1945 were comparatively small and partly equalising in effect, as follows : 


(i) Decrease in U.S. banking funds abroad ; : . $84 million. 
(ii) Return of U.S. funds in foreign securities. ‘5 . ~~ 
(iii) Inflow of foreign funds invested in securities E —_ 
(iv) Inflow of brokerage balances. : , ‘ : 3345 


(2) Source: Federal Reserve Bulletin. 


TABLE V 


Analysis by Countries of short-term Foreign Liabilities reported by 
Banks in U.S.A. at Oct. 31, 1945 











$ million. 
I. Europe 

U.K. - ‘ ‘ ‘ ‘ , 740 
France . ‘. ‘ ‘ : 360 
Netherlands ‘ ‘ ‘ R : 228 
Switzerland . ‘ ‘ 7 ‘i 284 
Belgium . ‘ ; : : ‘ 196 
Norway. ‘ ‘ . m ‘ 183 
Sweden ‘ . . 5 ‘ ‘ 213 
Other European . . : . . 3841 

—— 2,545 

II. Canada 1,552 

III. Latin America 

Brazil ‘i é , ‘ ‘ ‘ 179 
Cuba ; a i R ‘ P 145 
Mexico . . ; ‘ ‘ ‘ 164 
Argentine . ‘ . 2 ‘ , 77 
Colombia . : ; 3 ‘ 83 
Panama. . ‘ ‘ . 64 
Chile ‘ ‘ ‘ ‘ ; , 90 
Venezuela . ‘ ‘ F ij ; 40 
Other Latin America . s ‘ : 248 

1,098 

IV. Asia 

China : ‘ ‘ ; ‘ . 592 
Netherlands East Indies ‘ ‘ : 104 
Other . ‘ é 312 

1,008 

V. All other Countries . ‘ F ‘ ‘ 194 

6,397 


Note.—Source: Federal Reserve Bulletin. 








ts oot Oe oo 


ti 
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After she entered the war, the net short-term position of the 
United States deteriorated substantially; so much so that by 
October 1945 she had dissipated by far the greater part of her large 
gains from ourselves and others in 1939, 1940 and 1941 before she 
entered the war, and was only very slightly stronger, after de- 
ducting her increased foreign liability from her increased gold 
reserve, than at the end of 1938, an increase of $5,524 million in 
gold holdings and of about $200 million in currency holdings 
abroad being offset by an increase of $5,175 million in foreign 
liabilities, as is shown in Tables III and IV. 

Gold held under ear-mark for foreign account at December 31, 
1945, represented $3,994 million. 

The fact that the U.S. Administration blocked the resources 
of a number of foreign countries during the war, and that these 
assets remained blocked throughout the war-period, has made 
available fairly accurate statistics of the very large dollar hold- 
ings of the countries in question, which stood at the end of the 
war as follows :— 


TABLE VI 


Distribution of Blocked Property by Nationality of Owner 
(as of June 14, 1941) 
Netherlands, including Netherlands (East) Indies . . -  $1,800,000,000 


Switzerland ‘ ‘ : fs ; ‘ R . ‘ 1,500,000,000 
France and Monaco . ‘ ‘ ; ‘ ‘ ‘ ‘ 1,400,000,000 
Belgium. ‘ : . . . . ‘ 400,000,000 
Sweden ‘ ; : i ‘ 3 ; : r 600,000,000 
China ‘ P ‘ 7 ‘ ‘ ‘ ° é 300,000,000 
Norway . ‘ ¥ ‘ ; . . c . . 100,000,000 
Japan : ‘ ‘ ‘ ‘ / ‘ ‘ . ‘ 150,000,000 
Germany . . : , ‘ . ‘ . , , 150,000,000 
Italy . ‘ > : ‘ ‘ ‘ ‘ . ie ‘. 100,000,000 
All others . 750,000,000 


Blocked nationals resident in the United States (other than 


business enterprises owned abroad) . . 500,000,000 


Holdings of American citizens in blocked enterprises ‘ ‘ 750,000,000 
Total ° ° ° ° ° ° ° . $8,500,000,000 


Distribution of Blocked Property by Type of Property 
(as of June 14, 1941) 


Short-term funds, including ear-marked gold . - , - $4,000,000,000 
Securities . j " ‘ . . ; ‘ . - 2,000,000,000 
Direct investments and miscellaneous. ‘ , F 2,000,000,000 
Holdings of blocked nationals resident in United States . ‘ 500,000,000 

Total .  . «eee $8, 500,000,000 


Note.—The above tables appear on page 223, Report on Hearings before the 
Subcommittee of the Committee on Appropriations, House of Representatives, 
Seventy-ninth Congress, First Session on the Treasury Department Appropria- 
tion Bill for 1946. 
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At the same date (June 14, 1941) a general census was taken 
of all foreign-owned United States assets, showing a grand total 
of $12,739 million, exclusive of ear-marked gold, which has 
been brought up to date in Table II above. A detailed analysis 
of this census was published by the U.S. Treasury in 1945 under 
the title ‘‘ Census of foreign-owned assets in the United States.” 

If the figures are restricted to the more or less liquid reserves 
of foreign countries held in the United States at the end of the 
war in the shape of ear-marked gold, bank balances and market 
securities, the aggregate is of the order of $15 billion, and has 
increased since the end of 1938 by some $9 billion. This huge 
movement, most of which represents a gain by foreign countries 
at the expense of the United States, has been largely overlooked 
by commentators in this country. 





Taste VII 
$ billion. 
(a) Short-term assets held in the United States (Table IV) / . 6-4 
(6) Ear-marked gold (Table ITI) 4-0 
(c) Market Securities sien sng (compared with $3, $25 billion at the 
end of 1938) ‘ , . : 
15:0— 





So far we have been concerned with firm statistics relating to 
the present position and the most recent pre-war experience. 
How materially has this been changed by what there is good 
reason to expect in the immediately ensuing period ? 

The sterling prices of goods entering into foreign trade are 
running at the present time at not much less than double pre-war. 
This ratio is rather too high for dollar prices. But for con- 
venience of calculation an assumption of double pre-war prices 
will be used in what follows. The results can be easily adjusted 
to alternative assumptions. (A lower figure for prices would 
probably ease the eventual problem on balance.) 

On this price assumption the average level of imports imme- 
diately before the war would be worth rather less than $5 billion. 
American experts are expecting a considerably higher figure than 
this after the war, even as much as 50% higher, on account of 
the greatly increased activity of the American industrial machine 
and its increased consumption of imported raw materials as soon 
as they are available in the required volume. The American 
view may perhaps be regarded as in part a reflection of the vivid 
consciousness of the need for maintaining domestic prosperity 
currently in evidence in the United States; for, as appears from 
Table I above, an index of imports shows annual changes in the 
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period 1932-38 as a magnified reflection of changes in the level 
of U.S. industrial production, or rather, as it should be read in 
this context, in the level of internal prosperity. Whatever vicis- 
situdes one may foresee for American prosperity, it is certain 
that the public demand for vigorous Government action to meet 
any serious or prolonged unemployment will be intense. When 
the outside world has recovered its capacity to supply, imports 
of $6 to $8 billion on the above price assumption would seem 
quite reasonable. U.S. imports averaged $4 billion in the decade 
1920-29 at the prices and level of national income then prevailing. 
They are running currently in the neighbourhood of $5 billion at 
present prices. 

Exports, at the average level immediately before the war, on 
the same price assumption would be a little more than $6 billion. 
Here also the American experts expect a higher figure, various 
estimates up to as high as $10 billion being current. In the second 
half of 1945 American exports, which were still dominated by 
Lend-Lease, were running at an annual rate of $8 billion. The 
U.S. Secretary of Commerce, Mr. Henry Wallace, in his evidence 
to the Senate Banking Committee during the hearings on the 
British Loan on March 12, 1946, estimated the total foreign 
requirements from the U.S. in 1946 at $10,728 billion. A figure 
of $10 billion might well be reached in the early years, when 
overseas lending by the United States in the shape of tied loans 
is on a large scale; for the loans in many cases create, and are 
the necessary condition of, the exports. It is not clear, however, 
that this figure will be easily reached without the assistance of 
tied loans or subsidies, in view of the fact that the prices of Ameri- 
can agricultural produce and raw material now stand over a 
wide field above world prices. Moreover, industrial wages in the 
United States are already two and a half times the British level, 
and are rising more rapidly. There is certainly a potential danger 
from a policy of export subsidies. But extensions of this policy 
are frowned upon by the State Department, and will be strictly 
regulated if the proposals of the projected International Trade 
Organisation come into operation. 

Perhaps the reader may be left for the moment to form his 
own judgment, in the light of the above, of the most probable 
order of magnitude of the American favourable balance of visible 
trade in the post-war environment. An average of $2 to $3 billion 
a year over a period of years beginning in 1947 looks to me fully 
high on the basis of present expectation. 

What about the invisible items other than interest (which it 











180 THE ECONOMIC JOURNAL [JUNE 


will be convenient to deal with separately)? Apart from interest 
charges and dividend income, the United States had before the war 
an adverse balance in excess of $500 million, the principal items 
of which are given in the following table :— 


TaBLeE VIII 


U.S. Balance of Payments on Invisibles (Other than Dividends 
and Interest) 
(Average 1936-39) 











| Receipts. | Payments. | Net. 
Shipping and freight . ‘ ‘ on 241 321 — 80 
Travel ‘ , . ‘ . il 129 309 —180 
Personal remittances . : ; ; 31 159 —128 
Institutional contributions (net) . “4 —- _- — 35 
Government aid and settlements . | 2 22 | — 20 
Other Government items . | 34 83 | — 49 
Silver : , , ; ‘ oy 10 131 —121 
Miscellaneous adjustments and services | 
(net) a ie ae 
Net total. , ‘ ‘ | — | —_— | —528 





American statisticians are expecting a substantial increase in 
this adverse balance, and rely on this, more than on any other 
factor, for the maintenance of equilibrium. The pre-war adverse 
balance in respect of shipping may be reversed, but not perhaps 
by as much as some people think. The great increase of American- 
owned tonnage is mainly concentrated in a few specialised types, 
and a very great part of it will, according to present plans, be 
scrapped, laid-up or otherwise disposed of. American costs, both 
of building and of running ships, are very high compared with 
our own. Overseas Government expenditure, on the other hand, 
will certainly be much greater. 

American forecasters are, however, mainly influenced in reach- 
ing their conclusion by the expectation of a very great increase 
in tourist expenditure. Before the war their gross payments out 
on this ground were of the order of $300 million. It is believed 
that after the war this expenditure will reach at least $1 billion, 
and even such figures as $2 billion are spoken of. Those who 
know the present state of hotel accommodation here and in 
Europe are likely to consider these figures greatly over-estimated 
in the short run. But in the long run, if we take adequate 
measures to develop the tourist industry up to its full poten- 
tialities, this source of overseas income, both here and in Europe, 
may be very great. Moreover, even in the short run American 
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tourist expenditure nearer home in Canada, Mexico and the West 
Indies may be substantial. 

An important item to complete the balance-sheet of current 
receipts and expenditure still remains for examination—namely, 
the growth of income from the new foreign loans now in prospect. 
We start off with an estimate of net receipts of $300 million at the 
end of 1945 in respect of interest and dividend receipts.* It is the 
prospective increase in this item which looks most alarming to the 
outsider, and it is therefore particularly important to clear our 
minds about its possible order of magnitude in relation to the 
other figures in the balance-sheet. 

An estimate of American commitments, actual and prospec- 
tive, up to date has been given in the January Bank Letter of 
the National City Bank of New York as follows :— 





TABLE 1X 

$ million. 
U.S. subscription to the International Monetary Fund . ‘ . 2,750 
Ditto to the International Bank " " : ‘ 3,175 
Authorised lending power of the Export—Import Bank . . é 3,500 
Proposed British credit—new money. , . ° 3,750 
Ditto for Lend-Lease settlement, etc. . ° : ° 650 
Credit for Lend-Lease settlement with France R ; : . 575 
Ditto with Russia _ . . ‘ r > 400 
First contribution to U.N.R. R. A. ; ° > ° , ‘ 1,350 
Second proposed contribution ‘ ‘ ‘ . ° ° . 1,350 
17,500 





This table is, of course, a very imperfect guide to the final 
situation. But it may help to give us a clue to the orders of 
magnitude involved. In the first place, this table covers only 
those commitments already approved by Congress or recom- 
mended to Congress by the Administration. In this respect, 
therefore, the total of the ultimate commitment is presumably 
under-estimated. In particular it may be noted that in a message 
to Congress on March 1, 1946, President Truman endorsed the 
recommendation of the National Advisory Council on International 
‘ Monetary and Financial Problems that the lending authority of 
the Export-Import Bank be increased by $1-25 billion. In 
the second place, on the other hand, it looks some way ahead. 
It assumes, for example, that the whole of the American subscrip- 
tion to the Bretton Woods Fund has been drawn upon. It also 

* That this is a positive, and not a negative, figure, in spite of U.S. being a 
net debtor on capital account, is explained by the large amount of her external 
liabilities held at short-term at a very low rate of interest. It follows that this 


figure will be increased correspondingly less when foreign countries begin to draw 
on their dollar balances. 
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assumes that the whole of the present resources of the Export~ 
Import Bank have been utilised. Nor does the amount of the 
American subscription to the International Reconstruction Bank 
accurately measure what really matters in this context—namely, 
the volume of loans which the new Bank will be able to raise in 
the American market, a figure which may, in the long run, 
either exceed or fall short of the amount of the American sub- 
scription asamember. Moreover the contributions to U.N.R.R.A. 
can be neglected for our present purpose; for they are a free gift 
which will help to preserve equilibrium in 1946 but will have no 
effects on the balance of payments in later years. 

The actual, as distinct from the potential, state of commit- 
ments as at the end of January, 1946, was stated by the President 
in his Budget statement at that time as follows :—The loans and 
commitments of the Export-Import Bank then stood at $1°3 
billion out of its total authorisation of $3°5 billion. The President 
“ anticipated that net expenditures of the Export-Import Bank 
and expenditures arising from the British credit and the Bretton 
Woods Agreement will amount to $2,614 million including the 
non-cash item of $950 million for the Fund in the fiscal year 1946 
and $2,754 million in the fiscal year 1947.” 

What is the annual burden of interest which the rest of the 
world will have undertaken on the basis of the present programme ? 
Current interest receipts from the International Monetary 
Fund will depend not only on the amount drawn upon, but also 
on the dividend policy of the Fund. It is not yet possible to 
enter any figure under this head. The Export-Import Bank 
rates of interest have varied between 23% and 3%. The Lend- 
Lease settlements with France and Russia are at 23%. The 
British credit is at 2°,, beginning on December 31, 1951. The 
terms on which the International Bank will be able to borrow 
are quite uncertain. To fix a base for our impression of the 
order of magnitude, let us leave out U.N.R.R.A. and the sub- 
scription to the I.M.F. and assume that the rest costs 3°% on the 
average (which one may hope is an outside estimate). The result 
is an annual interest burden of $360 million. It will be seen, 
contrary perhaps to expectation, that the total is small compared 
with the other main items in our calculation. Treble it, and you 
have only just exceeded $1 billion. And if you treble it the 
corresponding increase of new loans would be sufficient to clear 
the overall position for another decade or two. Moreover, it 
should be repeated that the figure of $360 million looks some 
way ahead. For we have included interest on the British credit 
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which does not begin to fall due for nearly six years, and the 
calculation assumes loans of $3,175 million on the American 
market through the International Bank, which will take some 
doing. 

In addition to the interest payment, there is the annual 
amortisation of capital. The British credit is spread over fifty 
years, the Export-Import Bank and other Lend-Lease credits 
over twenty to thirty years. But it is easiest to assume, what 
is not unreasonable, that new American loans hereafter will be 
at least equal to the annual amortisation payments. If not, of 
course the aggregate interest payments will, after a time, fall off 
appreciably. In their statement of Foreign Loan Policy of the 
United States Government published on February 21, 1946, the 
National Advisory Council on International Monetary and 
Financial Problems assert that the annual interest and amortisa- 
tion on the entire present and contemplated Export-Import Bank 
programme (that is, presumably, including the proposed additional 
$1-25 billion), the British Loan and the International Bank Loans 
floated in U.S. markets would be less than $1 billion. 

There are far too many uncertainties in the position to allow 
of any clear-cut summing up. I am content to leave the reader 
to reach his own tentative conclusion in the light of the above. 
Very broadly, however, it looks as if the invisible balance of the 
United States on current account, including interest, is more 
likely to be adverse than favourable, and, if tourist traffic fulfils 
expectations, substantially adverse. For visible trade to assume 
an excess of exports over imports by as much as $2 to $3 billion 
as an average over a period of years allows, from the point of 
view of the outside world, a considerable, one should hope an 
excessive, measure of pessimism. If American Commercial Policy 
is successful in directing itself with any degree of conviction to 
the preservation of equilibrium in the overall balance of pay- 
ments, the final outcome might be appreciably better than the 
above. 

It may be worth while to record the experience of the 
United States after the last war. The U.S. balance of payments 
from 1924 to 1930 inclusive showed a merchandise excess of almost 
$800 million a year on the average. But shipping and travelling 
expenditure cut the above favourable balance almost in half 
whilst cash remittances from the United States (no longer re- 
latively so important to-day) almost eliminated the remainder ; 
with the result that the next annual balance on capital account 
was not more than $100 million. 


184 THE ECONOMIC JOURNAL [JUNE 


It is obvious that no country can go on for ever covering by 
new lending a chronic surplus on current account without eventually 
forcing a default from the other parties. The above estimates 
show, nevertheless, that the United States can continue foreign 
lending on a substantial scale for many years to come before the 
interest due becomes a major and burdensome element in the 
balance of payments taken as a whole. Anyway, the above 
estimates are certainly not, for better or for worse, going to 
continue valid for an indefinite time. Much will happen which 
we cannot foresee. It is sufficient to cast one’s prognosis a 
moderate distance forward. If we look forward a moderate 
distance, what resources will the outside world possess to discharge 
what, in the light of the above, it may find itself owing to the 
United States on annual current account / 

These resources fall under three headings :— 


1. Existing Resources in the U.S. 

We have seen above that foreign-owned liquid resources in 
the United States in the shape of ear-marked gold, bank balances 
and market securities amount to at least $15 billion. It appears 
from Table V that the more liquid resources are well spread 
between a number of countries. Nevertheless, the countries 
most needing dollars are not necessarily those holding the largest 
balances; and some of the countries with the largest amounts 
regard their dollar balances as part of their ultimate reserves 
(e.g., Canada) and are not likely to draw upon them fully except 
in extreme circumstances. Thus only a portion of the above 
aggregate can be regarded as easily available to cover a balance of 
payments favourable to the United States. 


2. The New Projected Loans Themselves. 

If we omit from Table 1X the contributions to U.N.R.B.A. 
and the credits for Lend-Lease settlements which have been 
already, or shortly will be, spent, we are left with a total of $13 
billion; this will rise to $14-25 million if the Export-Import 
Bank’s lending powers are increased, and it is presumably not the 
end, if we are looking five or ten years ahead. 


3. Gold Reserves and Current Production. 


The 1937-40 average output outside the U.S.S.R. was in 
excess of $1 billion a year. In 1942-45 this fell to about $700 
million, on account of shortage of man-power and material. A 
large increase is now expected in Canada, and an increase, rather 
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than a decrease (perhaps a substantial increase a little later on), 
in South Africa. Moreover, Russia presumably intends to make 
some use some day of her presumed large reserves and current 
output. The most recent report of the Bank for International 
Settlements estimates the gold reserves of Central Banks and 
Governments other than the United States (excluding gold in the 
United States ear-marked on foreign account of which we have 
already taken account above) at about $10-4 billion. $2-7 billion 
of this was accumulated in 1942-45; whilst the total increase in 
gold stocks outside U.S. after America came into the war was 
considerably greater than this. It would seem, therefore, that the 
rest of the world could, if necessary, spare upwards of $1 billion 
a year, for a time at any rate, without suffering great embarrass- 
ment. 

Putting one thing together with another, and after pondering 
all these figures, may not the reader feel himself justified in 
concluding that the chances of the dollar becoming dangerously 
scarce in the course of the next five to ten years are not very 
high? I found some American authorities thinking it at least 
as likely that America will lose gold in the early future as that 
she will gain a significant quantity. Indeed, the contrary view 
is so widely held, on the basis (I believe) of mere impression, that 
it would be a surprising thing if it turns out right. 

In the long run more fundamental forces may be at work, if 
all goes well, tending towards equilibrium, the significance of 
which may ultimately transcend ephemeral statistics. I find 
myself moved, not for the first time, to remind contemporary 
economists that the classical teaching embodied some permanent 
truths of great significance, which we are liable to-day to over- 
look because we associate them with other doctrines which we 
cannot now accept without much qualification. There are in 
these matters deep undercurrents at work, natural forces, one 
can call them, or even the invisible hand, which are operating 
towards equilibrium. If it were not so, we could not have got 
on even so well as we have for many decades past. The United 
States is becoming a high-living, high-cost country beyond any 
previous experience. Unless their internal, as well as their 
external, economic life is to become paralysed by the Midas 
touch, they will discover ways of life which, compared with the 
ways of the less fortunate regions of the world, must tend 
towards, and not away from, external equilibrium. 

Admittedly, if the classical medicine is to work, it is essential 
that import tariffs and export subsidies should not progressively 
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offset its influence. It is for this reason that one is entitled to 
draw some provisional comfort from the present mood of the 
American Administration and, as I judge it, of the American 
people also, as embodied in the Proposals for Consideration by an 
International Conference on Trade and Employment. We have 
here sincere and thoroughgoing proposals, advanced on behalf 
of the United States, expressly directed towards creating a system 
which allows the classical medicine to do its work. It shows how 
much modernist stuff, gone wrong and turned sour and silly, is 
circulating in our system, also incongruously mixed, it seems, 
with age-old poisons, that we should have given so doubtful a 
welcome to this magnificent, objective approach which a few 
years ago we should have regarded as offering incredible promise 
of a better scheme of things. 

I must not be misunderstood. I do not suppose that the 
classical medicine will work by itself or that we can depend on 
it. We need quicker and less painful aids of which exchange 
variation and overall import control are the most important. 
But in the long run these expedients will work better and we 
shall need them less, if the classical medicine is also at work. 
And if we reject the medicine from our systems altogether, we may 
just drift on from expedient to expedient and never get really fit 
again. The great virtue of the Bretton Woods and Washington 
proposals, taken in conjunction, is that they marry the use of 
the necessary expedients to the wholesome long-run doctrine. 
It is for this reason that, speaking in the House of Lords, I 
claimed that ‘‘ Here is an attempt to use what we have learnt 
from modern experience and modern analysis, not to defeat, but 
to implement the wisdom of Adam Smith.” 

No one can be certain of anything in this age of flux and 
change. Decaying standards of life at a time when our command 
over the production of material satisfactions is the greatest ever, 
and a diminishing scope for individual decision and choice at a 
time when more than before we should be able to afford these 
satisfactions, are sufficient to indicate an underlying contradiction 
in every department of oureconomy. No planswill work for certain 
in such an epoch. But if they palpably fail, then, of course, we 
and everyone else will try something different. 

Meanwhile for us the best policy is to act on the optimistic 
hypothesis until it has been proved wrong. We shall do well not 
to fear the future too much. Preserving all due caution in our 
own activities, the job for us is to get through the next five years 
in conditions which are favourable and not unfavourable to the 
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restoration of our full productive efficiency and strength of 
purpose, of our prestige with others and of our confidence in 
ourselves. We shall run more risk of jeopardising the future if 
we are influenced by indefinite fears based on trying to look ahead 
further than any one can see. 
KEYNES 
King’s College, Cambridge. 


{Invaluable help has been given by Mr. David McCurrach in 
the preparation of the above tables.] 
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THE BRITISH DEMAND FOR IMPORTS IN THE 
INTER-WAR PERIOD 


Tuts note outlines a statistical investigation into (1) the 
factors determining Britain’s demand for imports during the 
cyclical changes of the inter-war period ; (2) the likely demand for 
imports if there had been full employment at home; (3) the 
behaviour of different categories of imported commodities. 


I. THE DEMAND FOR ImpoRTsS AS A WHOLE 


The total British demand for imports is largely determined 
by changes in the National Income, increasing in times of business 
prosperity and falling with business decline. This connection is 
direct and obvious. Consumption is closely correlated with the 
level of income;! and nearly half of British imports consists of 
food-stuffs for immediate consumption uses. Another substantial 
section of British import trade consists of raw materials and semi- 
manufactures (many of the commodities classified as manu- 
factured goods being in fact semi-manufactures which are the 
raw materials of British “ finishing ”’ industries); and the demand 
for this class of imports is directly determined by the fluctuations 
of basic economic conditions at home, which are in turn reflected 
in the changes of the national income. 

The observed relationship between changes in imports and 
changes in national income can be expressed in two ways. If we 
set out the changes in imports that typically result from a unit 
change in income, the relationship being measured is the 
“marginal propensity to import.” ? If we relate proportional 
changes in imports and in income, we are measuring the income- 


1 Alvin Hansen, Fiscal Policy and Business Cycles (New York), Chapter XI, 
Appendix. 

2 With ordinary arithmetic scales, plot the crude figures of total imports 
(as Y) against the national income (as X). We get a series of points on a scatter 
diagram, one for each year; and, because the relationship between Y and X 
is very roughly linear, we can fit a line Y = a + bX to these points. ‘‘b”’ is 
the marginal propensity to import, dY/dX, and is a constant for all values of 
X. The average propensity to import at income X is the proportion of that 
income spent on imports, or a/X +b. If ‘‘a”’ is positive, the average pro- 
pensity exceeds the marginal propensity, but is a declining function of income. 
If ‘‘a’’ is negative, the average propensity is less than the marginal propensity 
and is an increasing function of income. If ‘‘a”’ is zero, the two propensities 
coincide. For the relationship of imports to national income investigated here, 
**b6” is positive; but negative values of ‘‘b’’ must exist in the case of inferior 
goods the demand for which rises with falling income. 
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elasticity of demand for imports.!_ The technique of correlation 
analysis is employed for the whole investigation. 

Let Y be the money value of the total annual retained imports 
of commodities, as reported by the Board of Trade; and let X be 
the net national income at factor cost, as given by Richard Stone.? 
Then the regression equation is : 


Y = 121-1 + 0-2X, 


the unit being million pounds. This shows that over the period 
as a whole, from 1924 to 1938, each change of £1 in the national 
income of the U.K. tended to be accompanied by a change of about 
four shillings in the value of retained imports.? On the average, 
231% of the national income has been spent on imports; this is 
greater than the marginal propensity to import, which is therefore 
a decreasing function of income. This is to be expected, as nearly 
half of British retained imports consists of food-stuffs, the pro- 
portionate expenditure on which should decrease as income 
increases. 

The trends of the two time series were opposite to each other, 
national income showing a slightly upward trend, while the value 
of retained imports having a strongly downward movement owing 
to the violent fall in prices. The crude data therefore under- 
estimate the marginal propensity to import, and a better result 
is obtained by fitting a line to the data with trend eliminated, and 
by considering changes in income and imports instead of total 
amounts. The regression of yearly changes of imports on yearly 
changes of income gives the equation: Y = —37-7 + 0-283X. 
When trend is eliminated by the method of least squares, the 
equation becomes y = 0-295x. These two results are close to each 
other; therefore we can conclude that the crude marginal pro- 
pensity to import is about 0-3. 

So far we have neglected changes in the terms of trade. But 
we can define the marginal propensity to import in real terms, 
the point of departure being the regression of quantity of imports 


1 If the scatter diagram is plotted with logarithmic scales, the regression 
coefficient of imports on income denotes the income-elasticity of demand for 
dY xX 
dx * Y’ 
from the equation Y = a + bX. (See H. Schultz, The Theory and Measurement 
of Demand, pp. 190-192.) 

* Richard Stone, The Analysis of Market Demand (reprinted from Journal of 
Royal Statistical Society, 1945). 

* No attempt has been made to correct the value of retained imports for 
imports used in making exports. A rough estimate shows that the correction 
would be small. 


imports. But a simpler way is to estimate the mean elasticity, e = 
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on real national income. The former series is derived by multi- 
plying an index of import quantity with the base at 1930 by 
the value of imports in 1930; the latter series is the figures of real 
national income given by Stone.!_ When trend has been eliminated 
the regression equation is y = 0-136z, which gives a marginal 
propensity to import of 0-136. This is much smaller than the 
previous result, 0-3, the difference being clearly due to the fact 
that import prices fluctuated much more violently than domestic 
prices during the period covered. 

We cannot say that one of these results represents the “ true ” 
marginal propensity to import. 0-14 is probably the minimum 
value, while 0-14-0-3 is the range within which the marginal 
propensity to import fluctuated with changes in the terms of trade. 

For the data considered so far, the correlation coefficients are 
not very high; but tests suggest that they are probably statistic- 
ally significant.2, In other words, the assumption of a relation 
between fluctuations of imports and of domestic national income 
can probably be established. There are two reasons for the rather 
low values of the correlation coefficients. Firstly, there have been 
special causes for certain unusual movements of imports. For 
instance, in the year 1926 the long coal strike and the General 
Strike compelled British industries to use foreign raw materials 
for making both domestic consumption goods and goods for 
export. The most conspicuous example was the heavy increase 
in the importation of coal and of iron and steel semi-manufactures, 
which normally. mainly came from domestic resources. Conse- 
quently the quantity of imports increased at a time when the 
domestic income was shrinking. This tendency continued into 
1927; during that year there were exceptional imports of raw 
materials for use by the export industries in working off the con- 
tracts delayed by the previous stoppage. In 1928 this phase had 
passed, and it is not surprising to find that imports decreased and 
fell into line with movement of income. Again, the spectacular 
increase in imports in 1931, while domestic employment was 
declining, was due to heavy stock-piling of manufactured goods in 
anticipation of the imposition of a protective tariff. 

Secondly, the yearly national income figures fail to reveal 


1 Stone, op. cit. ; 
2 By using Fisher’s z-transformation, the correlation coefficients are statistic- 
ally significant. But this test is not, of course, valid for the correlation of time 
series, owing to the presence of serial correlation. There is no satisfactory test 
which can be applied to a small number of observations of this type. 
® Taking 1924 as base, the increase in imports of all commodities was 8-6%, 
that of raw materials 19-:0%, and that of manufactured goods 19:3%. 
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short-term fluctuations in home economic conditions, which often 
have an important influence on imports. Therefore, in order to 
study the behaviour of imports during the trade cycle, we shall 
relate them to the index of home employment, which is a very 
stable function of the national income, and is better able to 
reflect its short-term fluctuations. The index used is based upon 
the estimates of employed persons subject to insurance, excluding 
persons sick or on strike, published in the Ministry of Labour 
Gazette. It follows that henceforth we shall be calculating 
employment-elasticity instead of income-elasticity ; the employ- 
ment-elasticity being defined as the ratio of the proportionate 
change in the quantity of imports to the proportionate change in 
home employment, when the import price remains constant. 

The regression equation for quantity of imports and home 
employment, trend being eliminated, is: y = 0-6852, with 
correlation coefficient equal to +0-54; which means that one 
point change in the index of home employment tended on the 
average to be accompanied by about 0-7 point change in the 
quantity of imports. This regression coefficient is a crude one, 
since other factors influencing the behaviour of imports have been 
ignored. But it enables us to make an approximate investigation 
into another interesting problem—namely, the temporal relation- 
ship between imports and home employment. On a priori 
grounds, one would expect fluctuations in employment to lead 
those in quantity of imports. Is this expectation confirmed, and 
what is the length of the lead? We find the correlation between 
the two variables when one is shifted forwards or backwards a 
certain number of months; the time-difference is then given by 
the largest of the correlation coefficients found. In this case we 
make a rough approximation by using quarterly figures of em- 
ployment. Thus, in order to calculate our correlation coefficient 
when employment leads by one quarter, we pair off the average 
employment from the fourth quarter of 1923 to the third quarter 
of 1924 with the imports for 1924; and so on.! The results 
obtained are as follows : 


Correlation 
coefficient. 
Employment leading by two quarters - ‘ 0-60 
Employment leading by one quarter . c 0-64 
No lead . . ° ° . . ‘ 0-54 
Employment lagging by orie quarter . : ; 0-50 





1 Both the monthly figures and the quarterly figures of quantity of imports 
published in the Board of Trade Journal are not complete for all the years under 
investigation; therefore we have to use the yearly figures. The quarterly 
figures of home employment can be found in the Ministry of Labour Gazette. 
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It appears that fluctuations of employment lead those of quantity 
of imports by between one and two quarters. 

We must now discuss further the employment-elasticity (or 
income-elasticity) of the demand for imports during the trade 
cycle; inquiring in particular whether the import price level, 
which has so far been neglected, is an equally important deter- 
minant of quantity of imports. We want to know the size of its 
effect, and whether the employment-elasticity will be different if 
import price is taken into consideration. 


TABLE I 


Indices of Quantity of Imports, Import Prices, and Home 
Employment (with Trend Eliminated) 





(1) (2) (3) _ 
Import price. 





Total Home 
retained 
L 1 t. (a) Average (6) Average 
quantity. | “™ploymen value in value after 
wage-unit. correction. 





1924 95-5 103-3 108 105-6 
1925 100-0 102-9 103-9 
1926 104-3 95-9 98-2 
1927 105-4 104-6 99-2 
1928 99-2 103-3 105-8 
1929 103-4 104-1 105-1 
1930 102-4 98-6 93-9 
1931 104-5 93-7 83-4 
1932 90-5 91-9 91-2 
1933 91-7 94-0 94-3 
1934 95-8 95-4 96-8 
1935 96-0 98-5 100-4 
1936 101-9 102-5 102-9 
1937 107-8 106-6 110-0 
1938 102-0 104-9 108-0 

















If we plot quantity of imports and employment logarithmically, 
as shown in Fig. 1, we obtain as the equation of the fitted line: 
log y = 0-81 + 0-595 log x, 
with correlation coefficient equal to +0-56. This means that the 
crude elasticity of demand for imports is 0-595—fairly inelastic. 
If the correlation coefficient had been high—that is, if the devia- 
tions of the observed values from the fitted line had been small— 
we should have deduced that changes in import price and other 
disturbing causes had had little effect, and could be disregarded. 
But. the actual value of the correlation coefficient is low enough 
to suggest that, even after allowing for the random changes in 
1926 and other years, home employment may not have been the 
only factor affecting the quantity of imports. We observe that 
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in the years after the return to gold, when import prices were low 
relative to domestic prices, the observed values lie above the 
fitted line in Fig. 1. After 1932, when the pound sterling had 
depreciated, the observed values lie below the fitted line. It is 
therefore reasonable to suppose that the variations in import 
prices are the disturbing factor. 

The relationship between the quantity of imports and the 
import price is not a simple one. Firstly, the cost of buying 
imported goods (from the point of view of the domestic consumer) 


Lo 
(Quanthy) 
20414 






































A Log x (Home 








Fig. 1. 


Showing the correlation between the quantity of imports and home 
employment. 


is not the price quoted by the foreign sellers, but the quoted price 
cif. plus import duties. The Board of Trade index of import 
prices does not make allowance for changes in tariffs. When we 
come to consider the behaviour of separate categories of imported 
goods, we shall have to make elaborate corrections for tariffs; 
but for our present purpose it will be sufficient to add to the 
annual values of imports the Customs revenue for the appropriate 
year. We then reduce these figures to an index of import value 
including tariff, on the base 1930; dividing by the index of quan- 
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tity on base 1930, we obtain an index of import price with import 
duties added. 

Secondly, it would seem a priori that at a given level of home 
employment the quantity of imports would vary inversely, not 
with the absolute level of import prices, but with the relative level 
of import and domestic prices. For domestic products compete 
with imports for the purchasing power in the hands of consumers. 
Hence, taking the Ministry of Labour’s cost-of-living index as 
the best representative of domestic prices, we derive the “ relative 
import price level after allowance for duties,” as shown in column 
(3) (6) of Table I, by dividing the index of absolute import prices 
by the cost-of-living index. 

Actually, over the period 1924-38 “a has been a linear 
correlation of magnitude of 0-955 between British import price 
level (corrected for tariff) and the British cost-of-living index; 
the amplitude of the fluctuations of the import price being, how- 
ever, much greater. Within narrow limits a particular level of 
import price has been associated with a particular level of domestic 
price, both being no doubt influenced by the common factor, 
British home employment. It follows that if a particular absolute 
import price level is associated with a given level of employment, 
so also is a particular relative import price level. 

But of course in the inter-war period there were many instances 
where changes in the conditions of supply of British imports— 
that is, in the absolute import price level—were related to the level 
of British home employment. Thus the correlation between 
quantity of imports and corrected relative import price is positive, 
+0-24. This would seem to mean that the price-elasticity of 
British demand for imports is positive; which sounds absurd, for 
in theory the elasticity of the demand for a commodity with 
respect to its own price must be negative even in the case where it is 
an “ inferior’ commodity and the income effect outweighs the 
substitution effect. This phenomenon of positive correlation can 
be explained by the fact that, as the U.K. was the chief importer 
of certain important world exports, the world export prices (or 
the British import prices) were bound to move in the same 


1 The reason for not using the wholesale price index is that, besides its defect 
of inadequate weighting of manufactured goods, it includes the prices of the 
same goods in intermediate productive process—e.g., raw cotton and cotton 
yarn. The cost-of-living index, which includes items entering into final con- 
sumption, is therefore considered to be a better theoretical measurement of the 
movements of domestic prices. Besides, the wholesale price index of the Board 
of Trade consists of prices of many imported goods. Cf. J. M. Keynes, A Treatise 
on Money, Vol. I, Chapter IV. 
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direction as British domestic employment. When employment 
was high, the quantity of imports was high, and therefore import 
prices tended to rise; and vice versa. This effect would be 
strengthened by the tendency of British employment to move with 
worldemployment. Therefore our regression equation of quantity 
on price represents, not the demand function with respect to price, 
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Showing the correlation between home employment and corrected import 
price level. 


but the foreigners’ supply function for British imports. In order 
to get a clear idea of the influence of price on quantity, we must 
separate statistically the effect of employment changes on the 
import prices. 

The close association of import price with domestic employ- 
ment is illustrated in Fig. 2. 

The regression equation is : 
log y = —0-6081 + 1-3036 log x 
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with r = +0-86. It is interesting to note that this diagram 
shows a variation reverse to that in Fig. 1. By careful com- 
parison, we can see that in the years in which the import price was 
high in relation to domestic employment, the quantity of imports 
was low in relation to employment; and the converse is also true. 

The fact that the slope of the regression line is 1-3 means that 
prices fluctuated more violently than domestic employment. 
During the years of depression the suppliers of British imports 
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Showing the correlation between the quantity-deviations and price-deviations. 
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suffered not only from a shrinkage of the quantity exported to 
the U.K., but also from a fall in the value per unit imported. 

From the results illustrated in Figs. 1 and 2, we can now 
calculate the price-elasticity after allowing for the influence of 
changes in home employment on both the quantity and the price. 
We do this by correlating the deviations from the quantity- 
employment function (shown in Fig. 1) with the deviations from 
the price-employment function of Fig. 2. The result is shown 
in Fig. 3, and the correlation is negative. 

The regression equation is : 

log y = +3-1745 — 0-5873 log z, 

with r= —0-56. The correlation coefficient represents, in 
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statistical language, the “ partial correlation ” between quantity 
and price. The negative correlation apparently reveals that, 
besides being directly sensitive to changes in domestic employ- 
ment, the quantity of British imports also varies inversely with 
changes in price. The price-elasticity, —0-59, indicates a 
“moderate inelasticity,” which may be explained by the inelastic 
demand for the food-stuffs which form nearly half of British imports. 

Proceeding by the same method, the partial correlation 
between quantity of imports and home employment, keeping price 
constant, is +-0-70, which is larger, and therefore shows a better 
fit, than the crude simple correlation coefficient, +0-56, for the 
data of Fig. 1. 

We can now combine our results to form a demand function 
for British imports. Let x, be the quantity imported; x, the 
home employment, when price is kept constant; and 2, the 
corrected relative price, when home employment is kept constant. 
Then the regression coefficients of log x, on log x, and log z; will 
indicate respectively the employment- and the price-elasticity of 
British demand for imports. The regression equation is : 

log x, = +0-4207 + 1-4297 log x, — 0-6405 log 23. 

The multiple correlation between quantity of imports (as dependent 
variable) and home employment and corrected relative price (as 
independent variables) is of the magnitude of 0-75, showing that 
in the period considered the variables of employment and price 
explain 56% of the variance in quantity of imports. This is 
quite satisfactory considering the random factors which also affect 
imports. 

Two conclusions may be drawn from the last equation. 
Firstly, the employment-elasticity, at +1-43, though fairly high, 
is not as high as in other industrial countries. Secondly, the 
price-elasticity is “moderately inelastic’; and therefore any 
deliberate attempt on the part of suppliers to decrease their 
prices will not increase the quantity they export to the U.K. 
proportionately. On the contrary, as the experience of the 
depression proves, such an attempt will make their balance of 
trade with the U.K. still worse. 


1 This applies only to those suppliers whose exports consist mainly of ‘‘ low- 
price-elasticity ’’ agricultural products and whose exports to the U.K. are a very 
high proportion of their total exports. The situation is, of course, different in 
the case of those suppliers whose exports are mainly manufactured goods of 
high price-elasticity (see Section III below). But since the former case pre- 
dominates in the British import trade, our argument is generally true. 
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II. British DEMAND FOR IMPORTS UNDER FULL 
EMPLOYMENT 


We can now ask: ‘‘ What would have been the value of total 
retained imports if the U.K. had attained full employment in 
1938?” Contrasted to Sir William Beveridge’s assumption that 
under full employment 97°%, of wage-earners are employed, we 
take a conservative estimate of 95%.! In 1938 the annual average 
of the total numbers of wage-earners insured under the General 
Insurance Scheme were 13-6 millions. Assuming similar varia- 
tions in employment among non-insured workers, employment at 
full-employment level would have been 12-9 millions, which is 
equal to 131-9% of 1930, or 118-7% if trend is eliminated.?_ If the 
same relative import price level had prevailed under full employ- 
ment, the quantity of imports with employment at 118-7 would 
have been 121-4%, or 127-4 with trend added. The actual value 
of retained imports in 1938, when the quantity was at 107 with 
respect to 1930 was equal to £858-8 millions; the value at full 
employment would have been £1,022 millions—i.e., 858-8 x 
127-4/107. 

However, £1,022 millions is the minimum figure for the value 
of total retained imports under the assumption of full employ- 
ment in 1938. In fact, the combined effect of unfavourable 
change of relative import price level and the low home price- 
elasticity would have increased the value of imports to a much 
higher figure. Domestic prices would have risen as a result of 
full employment, and the consequential increase in the demand 
for imports would also have increased the import prices. On 
balance, the relative import price level would have become un- 
favourable to the U.K., because prices of agricultural produce and 
raw materials are subject to greater fluctuations than are prices of 
manufactured goods. This is justified by the experience that 
during the inter-war period one point change in British cost-of- 
living index has been on the average associated with 2-3 point 
change in the index of import prices. Therefore, corresponding 
to different relative price levels assumed to have prevailed in 

1 Sir W. Beveridge, Full Employment in a Free Society, pp. 124-131. E.A.G. 
Robinson, in his review of this book, has given reasons for the improbability of 
unemployment being reduced to 3% (Economic Journal, April 1945, pp. 70-76). 

? Theoretically it is better to use the figure of total working population. 
But, since all our calculations are based upon the index of estimated insured 
persons in employment, here we have to use the same index, which is probably 
an adequate approximation. 

* The regression equation is: (Absolute import price including tariff) = 
2-3 x (cost-of-living) — 119-8, with r = +0-955. 
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1938, there would have been different values of the total retained 
imports. We summarise our results in the following table : + 
TABLE II 


Theoretical Values of Total Retained Imports at Full Employment 
under the Assumption of Different Price Levels 





(1) | (2) : (3) 
Cost-of-living Absolute import price Value of total 


Index (theoretical value retained impo 
(% of 1938). corresponding to (1)). (£ mn.). 


110 119-9 1,194 
115 130-7 1,272 
120 141-5 1,347 
125 152-2 1,421 
130 163-3 1,493 
135 1741 1,563 














Ill. THe Varyrnc NATURE OF THE DEMAND FOR IMPORTS 


Over the trade cycle there has been a close association of total 
quantity of imports with home employment and with corrected 
relative price ; but, nevertheless, individual categories of imported 
commodities have manifested a variety of behaviour patterns, 
reflecting different types of domestic demand for imports. For 
instance, the behaviour of imported producers’ goods differs con- 
siderably from that of consumers’ goods; imports of finished 
products vary differently from those of raw materials and semi- 
manufactures; fluctuations in imports of consumers’ luxuries are 
different from those of essentials, and so on. 

Those various patterns of change will be further complicated 
by fluctuations of inventories or stocks. Inventories tend to 
fluctuate with the trade cycle and to amplify the cycle. The 
reason for this is the entrepreneurs’ need to carry several months’ 
stocks in the normal process of production; so that increasing 


1 The table is obtained as follows. Let C be the assumed cost-of-living index 
as % of 1938; then this is 0-947% of 1930. From the equation of the previous 
footnote, therefore, J, = 2-3 x 0-947 — 119-8, where J; is the (absolute) import 
price including tariff. We thus obtain I,/0-947C = R’, the ratio of import price 
to the cost of living—i.e., the relative import price; and from this we remove 
the trend, obtaining a value R. Substituting this value R, with home employ- 
ment at full-employment level, into the equation on page 197, we get quantity 
of import without trend. To this we add back trend, obtaining the quantity 
which would have been imported in 1938 under full employment, with our 
assumed value of C. In order to obtain the value we must multiply by import 
price without tariff; the tariff rate increased the price of total imports by about 
12-0% in 1938 and our required value is therefore : 

antity imported under full employment including trend) x (0-881,) x 
st ewer waite . Uarieal coe in 1938) 

(Actual quantity, 1938) x (Actual price without tariff, 1938) 
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consumers’ expenditure makes entrepreneurs add to their stocks 
in order to preserve their normal inventory ratio. Moreover, 
sometimes the element of speculation comes in to amplify the 
cyclical fluctuations. « 

In the case of the U.K., many categories of raw materials and 
semi-manufactures are imported both for home-consumption uses 
and for making exports. If the latter demand predominates over 
the former, then the quantity imported is determined, not so much 
by the general economic conditions at home, as by the exports of 
the corresponding category of manufactured goods. The import 
of raw cotton is a typical example. 

This section also uses partial correlation analysis, but it involves 
a more elaborate technique. The basic data are the Board of 
Trade indices of quantity and average value for retained imports, 
which are given for five groups of commodities, of which we shall 
neglect two, ‘“ Animals, Not for Food,” and “ Parcel Post.” 
The index numbers are given for the years 1928-29 on base 1924; 
for 1924 and 1931-36 on base 1930; and for 1936-38 on base 1935, 
H. W. Macrosty has given the figures for 1925-27 on base 1924.1 
We can therefore link all these together to give a continuous series 
on base 1930. 

A more elaborate method is required for the tariff corrections. 
We must give separate considerations to specific duties, ad 
valorem duties, and Imperial Preference. The method adopted 
is to obtain from the Board of Trade Journal all the duty changes 
in the period, ignoring the effect during fractions of a year; then 
to work out the average duty on the category for the year 1924, 
using as weights the value of the items imported in 1930; and 
finally to correct this from year to year as the duties were altered 
(i.e., by adding or subtracting each change in duty multiplied by 
the proportion which the value of the item to which the change 
applied bore to the total value of that category imported in 1930). 
In the case of specific duties, the duty was reduced to a per- 
centage of the value per unit in 1930 of the item to which it 
applied, and the average specific duty was compiled as a separate 
series. This is therefore added to the average value instead of 
being multiplied into it.? 

1 H. W. Macrosty, ‘‘ The Oversea Trade of the United Kingdom, 1924-31,” 
Journal of Royal Statistical Society, 1932. 

2 The late P. R. Marrack has discussed the problem in great detail in an 
unpublished article; and this formula is his. He has made the corrections for 
several series for the years 1928-38, and also graphic representations showing 
the correlation between quantity, price and employment (without elimination of 
the trends). 
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Let A, = the average ad valorem duty on commodities im- 
ported from British countries, 
A; = the average ad valorem duty on commodities im- 
ported from non-British countries, 
S, = the average specific duty on commodities imported 
from British countries, 
S; = the average specific duty on commodities imported 
from non-British countries, 
J, = the total value of imports in the category under con- 
-sideration from British countries, 
I; =the same total for imports from non-British 
countries, 
P = the Board of Trade Index Number of average value, 
P, = the index of average value corrected for tariffs. 
Then, 





- on pllAo + 100) + If Ay + 100) 4 — + 1s 
100(L, + Jy) Ip + Ly 
Moreover, it is theoretically desirable to express the price in 
wage-units. We make corrections accordingly. The final result 
is the ‘‘ average internal value of retained imports in wage-units.” 


Let x, = log (quantity of imports), 
22, = log (home employment), 
23 = log (import price in wage-units corrected for tariffs), 
x, = log (price in wage-units of similar home-produced 


goods). 


If we take the quantities for a particular category of imports, we 
obtain a demand function for that category : 


x, = a+ br, — cxy + dry. 


The regression coefficients +-b and —c are approximations to the 
employment-elasticity and price-elasticity of demand for imports. 
In contrast to the analysis applied to total imports, this conclusion 
is correct only under certain assumptions. These assumptions are : 
(1) that the quantity of imports is very large or very small com- 
pared with the home supply, or (2) that the home supply is very 
elastic to home price and is not much affected by general changes 
in home employment. If these assumptions are not fulfilled (or, 
in other words, if changes in 2, and 2, react on 2,), we require to 
know both demand and supply functions for home-produced goods 
used as substitute for the category of imports in question. 

We now turn to the actual data. The three Board of Trade 
groups which we are considering are : (a) Food, Drink and Tobacco, 
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(b) Raw Materials and Articles Mainly Unmanufactured, and (c) 
Articles Wholly or Mainly Manufactured. This classification is 
not without defects, for in the third group many articles are in 
reality semi-manufactures imported for the final process of pro- 
duction in this country. But, even so, the employment- and price- 
elasticities of these general groups will be interesting and useful. 

(a) Food, Drink and Tobacco.—The import price index is 
corrected for tariff changes, and then expressed in terms of the 
relative price level (as we have done before for the total imports)— 
i.e., it is divided by the Ministry of Labour’s cost-of-living index. 
Finally it is deflated by the index of money wage-rates, published 
by the London and Cambridge Economic Service. 

The simple correlation between quantity of food imports and 
home employment is negative, —0-54. At first sight this is 
absurd, since the commodities of this group cannot in general be 
“inferior goods.” But the data show that the price moves in 
the same direction as home employment, so that the phenomenon 
can be accounted for in either of two ways: firstly, if the quantity 
is very inelastic with respect to employment, but very elastic with 
respect to price; secondly, if the quantity is inelastic with 
respect both to price and to employment, but prices have fluctuated 
so greatly that they outweighed the influence of employment. 
We can choose between these explanations only after using partial 
correlation analysis. 

The partial correlation coefficients are as follows : 

Quantity on employment, with price constant ‘ - +0-55 


Quantity on price, with employment constant . . —0-80 
Employment on price, with quantity constant . - +0-91 


The partial regression equation is : 
log x, = 1-5268 + 0-55 log x, — 0-314 log 2, 


where 2,, 2, and 2x, are quantity, employment and price respec- 
tively. The multiple correlation coefficient is 0-86. 

As would be expected, the demand is inelastic with respect 
both to employment (-+0-55) and price (—0-314), so we must 
choose the second explanation for the apparent anomaly mentioned 
above. The multiple correlation coefficient means that 75% of 
the fluctuations in the quantity can be explained by means of the 
variables of employment and relative price. 

By the same method we obtain + 3-7 for the partial regression 
of relative price on employment, quantity being kept constant. 
In other words, 1% change in home employment was on the 
average accompanied by a 3-7°% change in relative price level. 
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Thus while the 1% increase in employment increased the quantity 
of imports by 0-55%, the simultaneous increase in relative price 
(associated with increase of employment) decreased the quantity 
by 3-7 X 0-314, or 1-16%. Thus there was a net decrease in 
imports of food-stuffs. 

(b) Raw Materials and Articles Mainly Unmanufactured.— 
After correction for tariff, the absolute import price level is 
divided by the Board of Trade index of wholesale prices of 
industrial materials,! thus giving a relative price level. The 
regression equation is : 


log x, = 0-1167 + 1-4912 log x, — 0-551 log zg, 


with a multiple correlation coefficient equal to 0-746. 

(c) Articles Wholly or Mainly Manufactured—The jmport 
price level corrected for tariff is divided by the same index as in (0). 
The regression equation is : 


log x, = 1-3942 + 1-4420 log x, — 1-12 log zy. 


The demand for imports in this category is seen to be elastic 
with respect to variations in price; doubtless because most of the 
imported manufactures can be produced at home. The multiple 
correlation coefficient is 0-975, which means that only 5% of the 
fluctuations in quantity of imports cannot be explained as con- 
nected with variations of employment and prices. 

(d) Elasticities for Certain Particular Categories of Imported 
Commodities—Table III shows the elasticities of demand for 
certain imported commodities with respect to employment (Z,) 
and absolute import price in wage-units (Z;); and in several cases 
with respect to home price of substitute (H,). The multiple 
correlation coefficient (R) for each category is also listed. It 
is interesting to note that on the whole the elasticities of the 
particular categories conform to those of the group to which they 
belong. For food-stuffs, ZH, and H; are both less than unity; 
raw materials have #, greater than 1, but Z; less than 1; manu- 
factures have both elasticities greater than 1. 

Some imports are mainly purchased by consumers for the 
purpose of immediate or “ deferred”? consumption; others are 
used for the production of consumption goods; while some 
imports are mainly producers’ goods. Table III is therefore 
divided into these three classes.” 

1 This index suffers from the defect that it consists of prices of many im- 
ported raw materials. We use it as deflator because of no better alternative. 

* This classification is arbitrary; but it reflects the economic behaviour of 


a society better than the classification given by the Board of Trade. 
No. 222.—vo.. LVI. P 
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TaB_e III 
Elasticities for Certain Particular Categories of Imported 
Commodities * 





[JUNE 





| R. | E.. | E,. | Ey. 





I. Goods Mainly Purchased by Consumers. 


(1) For immediate consumption : 
Meat (Id) . 
Animals, living, for food (I ce) 
Dairy produce (Le)t 
Fresh fruits and vegetables a f Mt. 
Grain and flour (Ia) . 
Tobacco (li)t . 
Feeding-stuffs for animals (I b) 
(2) For ‘ Veena ? consumption : 
Other textile goods (IIT 1) 
—- (IIIm) . 

‘ood and timber manufactures (III h) . 
Cotton yarn and manufactures (IIT i) 
Cutlery, hardware, etc. (III c) 
Pottery, glasses, etc. (III b) . 
Woollen manufactures (III j) 

Silk manufactures (III k) 


II. Goods Mainly Entering into the Production 


Paper-making materials (II 1) . 
Wool and woollen rags (II g) 
Other textile materials (IIi) . 
Hides and skins, undressed (IT k) 
Raw cotton and cotton waste - i 
Raw ‘silk (II h) 








III. Goods Mainly Entering into Production in General : 


Oil-seeds and nuts, etc. (II j) 

Oils, fats and resins, oe (I p). 

Wood and timber (IIe) . 

Electric goods and apparatus (III f ). . 

Non-metalliferous mining and ated pro- 
ducts (except coal) (II b) é . 

Machinery (III g) 

Non-ferrous metals and manufactures 
(III d) ‘ 

Non-ferrous metalliferous ores and ‘scrape 
(II d) 

Iron and steel manufactures (III ae 

Vehicles (III s) 

Tron ore and scrap (II ce). 











0-85 0-12 | —0-48 
0-76 0-29 | —0-38 
0-89 0-43 | —0-34 
0-87 0-56 —0-47 
0-94 0-84 | —0-59 
0-89 0-98 | —0-45 
0-70 2:00 | —0-13 
0-87 1-30 | —1-70 
0-75 1-29 —1-80 
0-83 1-70 | —1-80 
0-91 2:02 | —4-69 
0-80 2:30 | —1-10 
0-85 3-10 | —5-90 
0-81 3-60 | —5-40 
0-78 4-70 | —1-12 
of Consumers’ Go 
0-87 0-72 | —0-10 
0-74 0-89 | —0-47 
0-90 1-01 —0-21 
0-76 1-05 —0-43 
0-66 1-37 | —0-25 
0-75 4:10 | —0-46 
Producers’ 
0-86 0-90 | —0-72 
0-64 0-91 —0-72 
0-60 2-13 | —0-41 
0-88 3-10 | —5-90 
0-96 3-10 | —1-31 
0-95 3-16 | —2-10 
0-69 3-40 | —4-50 
0-86 414 | —0-31 
0-72 5-10 | —1-15 
0-84 6-45 | —1-10 
0-94 9-45 | —1-91 











+0-72 


+0-17 
+0-35 
+0-24 
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* The number in parentheses indicates the category number in the Board of 
Trade’s classification. The rest of the categories have not been dealt with. 
The sources of the price of home-produced substitute are : 

(1) Meat : Compiled by taking weighted average of the prices of mutton, 
beef, lamb and pork, as published in Agricultural Statistics. 
(2) Dairy produce: Compiled by taking weighted average of the prices 


of milk, egg, cheese and butter, published in Agricultural Statistics. 


(3) Fresh fruit and vegetables: The price series of ‘‘ Fruit, vegetables 
and glasshouse produce ’’ has been published in Agricultural Statistics for 


the years 1927-38. 


(4) Grain and flour: For 1927-38 the price series of ‘cereal and farm 
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The square of the multiple correlation coefficient indicates 
the percentage of fluctuations in quantity of imports which can be 
accounted for by a linear relationship with the variations of 
employment and import prices (and in several cases also of the 
home prices of substitutes). In our present study, the significance 
of the correlation is different for individual categories of com- 
modities. But in general we may say that the changes in home 
employment and import prices are important factors in deter- 
mining the behaviour of individual commodities. 

With the exception of “ feeding-stuffs for animals,” all cate- 
gories in the group of “‘immediate consumers’ goods” are rather 
insensitive to employment changes. This is in accordance with 
the fact that consumption, though closely related to income, 
changes less than in proportion to income. The price elasticities 
are low, because the U.K. is not self-sufficient in food-stuffs, and is 
therefore bound to buy abroad. The presence of home-produced 
substitutes does not alter the situation, as their total quantity is 
small in relation to the total home consumption. 

The “ deferred consumers’ goods” show an elastic demand 
with respect to changes in employment. The employment- 
elasticity of silk manufactures is very high, because they are 
generally luxuries. The demand in this group is elastic with 
respect to changes in import price because there are home-pro- 
duced goods competing with the imports. 

Most of the raw materials in the Group II show an elastic 
demand with respect to changes in employment; but all of them 
are inelastic to changes in import price because they cannot be 
produced at home. 

The demand for “ producers’ goods” is very elastic with 
respect to changes in employment. This reflects the fact that 





crops” in Agricultural Statistics; for 1924-26 the prices of wheat, oats and 
barley. 

(5) Cotton yarn and manufactures: It is obtained from the unpublished 
dissertation of Mr. Y. N. Hsu. 

(6) Iron ore and scrap: The index of the home price of scrap can be . 
obtained from Mr. Tew (also unpublished dissertation). The average value 
of iron ore per ton can be computed from the statistics of total weight 
produced and of total value, published in Statistics of the Iron and Steel 
Industries, 1937, then it has been reduced to an index number on base 
1930. The figure for 1938 is based upon estimation. Finally, the two 
indices have been given the same relative weights as ore and scrap have 
in the import index, to combine into a single index. This is the method 
used by Marrack. 


t For 1928-38 only. 
} The index of quantity has been corrected for changes in stocks. 
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employment in the heavy industries fluetuates much more than 
employment in general. Where there are substitutes produced at 
home, the demand is also elastic with respect to changes in 
import price. 

Moreover, if a considerable part of certain raw materials igs 
used for making exports, then the volume of British exports 
of those particular manufactured goods is also an important 
factor in determining demand for imports. Raw cotton and wool 
are two typical examples. Let EH, be “ export-elasticity ”; 
our results are as follows : 








R E,. E; E, 
Raw cotton and cotton waste : 
(1) Asshownin Table III . 0-66 1-37 —0-25 — 
(2) Including volume of exports of cotton 
manufactures as a variable . 0-91 0-65 —0-31 | +0-83 
Wool and woollen rags : 
(1) As shown in Table III . 0-74 0-89 —0-47 — 
(2) Including volume of exports of wool- 
len manufactures as a variable. 0-87 0-32 —0-39 | +0-65 

















IV. SumMary 


The findings discussed above may be summarised as follows :— 

(1) The total British demand for imports is largely determined 
by changes in home employment; and the level of relative import 
price is also important. The demand with respect to the changes 
in employment is elastic; but inelastic with respect to changes 
in price. 

(2) The marginal propensity to import of the U.K., which 
fluctuates with changes in terms of trade, probably lies within the 
limits of 0-14 to 0-3. 

(3) The value of the British demand for imports under full 
employment and 1938 conditions cannot be less than £1,300 
millions, because the terms of trade are likely to turn against 
the U.K. 

(4) Individual categories of imported commodities manifest 
a variety of behaviour patterns, reflecting the different types of 
domestic demand for imports. In most cases changes in general 
home employment and in import price are still important factors. 
On the whole, the employment- and price-elasticities of particular 
categories conform to those of the group to which they belong: 
food-stuffs have both elasticities less than unity; manufactures 




















1946] BRITISH DEMAND FOR IMPORTS IN INTER-WAR PERIOD 207 


have both greater than unity; for the raw materials, employ- 
ment-elasticity is greater than unity and price-elasticity is less 
than unity. But in some cases changes in stocks, prices of home- 
produced substitutes and volume of British exports of particular 
manufactures are also important. 
TsE-CHUN CHANG 
St. John’s College, 
Cambridge. 





THE FUTURE OUTPUT OF THE CONSTRUCTIONAL 
INDUSTRIES IN THE UNITED STATES 


THE prosperity not only of America, but also of many other 
parts of the world, is dependent on recovery being set in motion 
in that country on the first signs of a slump, and on sufficient 
effective demand being brought continuously to bear on all the 
available factors of production. The part to be played in this 
prosperity by the constructional industries is to some extent 
obscured in America, as indeed also in Great Britain, by the 
“unbalanced ” peculiarities of the immediate post-war situation, 
during which, in both countries, economic recovery is being 
dominated by the need for replenishing inventories and for 
general readjustment to civilian demand. This will be the period 
of the initial boom. In this period the constructional industries 
will compete with other industries for temporarily scarce factors. 
But in a longer run, especially in America, there may be an 
acute necessity for a large volume of constructional activity to 
ensure that all the resources of the country are absorbed. Indeed, 
the need for a large constructional programme to absorb un- 
employed labour may everywhere arise sooner than has been 
commonly anticipated. Some studies of American conditions 
suggest that under full employment it may be a key-point of the 
economy,? and this country, too, may find that the full employ- 
ment of building and civil engineering labour needs a carefully 
adjusted demand. In Germany, also, though figures are lacking, 
it may be difficult to keep a de-industrialised population fully 
employed without a considerably expanded constructional labour 
force, and this provides an example of a similar planning problem 
that may well be compared in size with the problem in America. 
As Mr. Rasminsky has pointed out,? unless there is a com- 
plete embargo on international trade, no country can insulate 
itself from the shocks likely to be caused all over the world by a 
recession in the American economy. The future prospects of the 
constructional industry in that country, therefore, have a special 
importance for the well-being of the world, and particularly for 
1 E.g., wages and salaries under full employment are estimated for contract 
construction at 192% above the 1944 level in Table IV of ‘‘ Incomes from Wages 
and Salaries in the Post-War Period,’’ by R. J. Myers and N. A. Tolles (Monthly 


Labor Review, September, 1945). 
2 Economic JOURNAL, June 1945. 
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Great Britain, with its relatively high proportion of foreign trade 
to total national income. 

The constructional industry has a greater importance for the 
internal economy of America than is commonly realised. As 
Professor Alvin Hansen has remarked, ‘‘ With respect to the 
Great Depression of the ’thirties, it is worthy of note that the 
constructional boom of the ’twenties was the greatest in our 
history and that the precipitate decline in building after 1928 
exceeded that in any earlier period.” It is commonly accepted 
that, in America, the building cycle is on the average about twice 
as long as the major business cycle —that is, about seventeen 
years, as against eight and a fraction, and the result of the two 
cycles together is that every alternate major business boom 
coincides with a boom in building construction.’ It is clear, 
then, that after the interruption of the war, the business cycle 
that is now about to run its course in America is one of those 
likely, according to the evidence of a century, to coincide with 
an acceleration in constructional activity. 

What, then, are the prospects? Does the American con- 
structional industry really stand at the beginning of a period of 
intense and sustained activity? At what rate will the labour 
force on building enterprise, in fact, be built up? It is useful to 
consider, although at the disadvantage of being separated by 
the Atlantic from the actual conditions under discussion, what 
these prospects seem to be. In the following pages the informa- 
tion available in this country, including the many highly specialised 
studies made by the American Bureau of Labor Statistics and 
National Resources Planning Board, has been used to assess the 
likelihood of such a boom. Moreover, the discussion that follows 
may throw some light on the nature of the problems inherent in a 
large-scale building programme. 

It is necessary to discuss :— 


(a) the magnitude of the man-power problem, and the 
rate of build-up of labour employed on construction ; 

(b) the total value of the public and private demand for 
housing and building anticipated by American economists 
writing on this subject. Some of the articles under con- 
sideration were written some months ago,‘ and the position 


1 Fiscal Policy and Business Cycles, p. 24. 

2 Op. cit., p. 22. 

* Professor Hansen gives 1837, 1857, 1873, 1893 and 1929 as dates of business 
boom turning-points that coincided with recessions in constructional activity. 
‘ E.g., Robinson Newcomb: ‘‘Can the Construction Industry Carry its 
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needs to be re-assessed.1 Furthermore, it is interesting to 
consider some of the wider aspects of the problem, and to 
attempt to relate the anticipated building boom to the 
general background of American economic conditions. 
(b) may be considered under the headings :— 

(b) (i) the social and economic factors affecting the 
demand for housing and building ; 

(b) (ii) whether some demand law for housing may 
be devised and used as a basis for roughly computing the 
likely magnitude of demand in the future. 

Thirdly, there remains 
(c) the relation of construction to the National Income 
in the United States as compared with this country, and the 
time-lags involved in establishing a “‘ normal ”’ relationship. 
From a discussion of these points it may be possible to draw 
some general conclusions as to the economic importance of an 


American building boom. 


(a) MAGNITUDE OF THE MAN-POWER PROBLEM 
The rates of build-up, planned or discussed for the construc- 
tional labour forces in the U.S.A., Great Britain and Germany 
may be compared as follows :— 


Labour Forces to be Employed (Thousands.) 


U.K. Germany 
US. (insured maies| (new Reich 
aged 16-64). | boundaries). 








End of : 
War . j 7 . : 900 578 700 
First post-war year . i . 1,250 850 980 
Second post-war year ; . 1,750 1,070 1,600 
Third post-war year . ; . 2,500 1,300 2,250 
Fourth post-war year ? ‘ 2,900 1,500 2,800 

















Immediate Share of Post-war Employment?’’ (Review of Economic Statistics, 
August 1945). 

Bureau of Labor Statistics: ‘‘ Probable Volume of Post-war Construction ”’ 
(Monthly Labor Review, February—April 1945, subsequently published as Bulletin 
No. 825), and ‘‘ Site Employment in Post-war New Construction ’’ (Monthly 
Labor Review, July 1945). 

A. Smithies, 8. Morris’ Livingston and J. L. Mosak: Articles forecasting 
post-war demand (Econometrica, January 1945). 

For further bibliography, see Everett E. Hagen: ‘‘ Postwar Output in the 
United States at Full Employment ’’ (Review of Economic Statistics, May 1945). 

1 The latest information on American intentions comes from the ‘‘ Veterans’ 
Emergency Housing Program,”’ a Report to the President from Wilson W. Wyatt, 
Housing Expediter (February 7, 1946). This programme has not received 
Congressional sanction at the time of writing. 
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The U.S. figures in this table are based on estimates given in 
the Monthly Labor Review, the British figures on the announced 
White Paper policy of 1} million men in the building industry, 
and given (a) the current rates of build-up, and (6) the assump- 
tions that this target will be reached by early 1949, and that 
there will be a normal proportion of civil engineering labour. 
The German figures are derived from such information as is 
available of the probable order of magnitude of the employment 
problem in that country. It is assumed that, to attain full 
employment, Germany may need 2:8 million workers in building 
and construction by July 1949, as this seems to be the residual 
figure left for this industry according to the Allies’ plan, although 
not specifically mentioned therein. 

The point that stands out is that, for three years at least, 
the United States needs not only a much greater absolute increase 
than Great Britain, but a faster proportionate rate of build-up. 
America aims at increasing its labour force in four years from 
900,000 to nearly 3,000,000; Great Britain in the same period 
from 578,000 2 to 1,500,000. To attain these rapid adjustments 
in the size of the labour force engaged on construction, certain 
conditions must be realised. Briefly, there must be an effective 
demand for the output of the labour forces sufficient to attract 
and retain labour for this purpose away from alternative purposes, 
and this effective demand must be capable of absorbing labour 
at definite dates. 

Effective demand in this connection implies three things. 
First there must be a need for buildings, the term “ need ”’ being 
defined in the very limited sense of a need which private indi- 
viduals or public authorities have for constructional works. It 
may be presumed that neither churches nor schools nor houses 
will be built unless somebody wants them and will use them 
when they have been completed.* This condition has to be 
fulfilled unless a building programme is to consist of producing 
useless public works. Secondly, the need has to be supported 
by adequate public or private finance. If the price at which 
houses are obtainable is greater than that which private indi- 
viduals can afford, then either a public body subsidises house- 


1 Op. cit. (February—April 1945). Mr. Wyatt’s programme requires 1,150,000 
workers on site (for housing alone) by mid-1947, which implies an even steeper 
build-up of labour in the industry than that shown in the table. 

* Monthly Digest of Statistics, No. 3, Table 68. 

* Or in other words ‘‘ need’’ is the equivalent of an anticipated positive 
marginal social or private net product sufficiently greater than zero to be dis- 
cernible by the prospective public or private building owner. 
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building or the need remains ineffective. Thirdly, the organisa- 
tion must exist for placing contracts at such intervals as will 
result in the absorption of the desired labour force at the appro- 
priate rate. Such organisation is at best complicated and 
diffused through numerous agencies, since urban development 
touches on so many interests, and also because the very nature 
of building operations is the co-ordination of a large number 
of small contributions in a final result. The organisation may 
take one of many forms, but it must exist if contracts are to be 
let and operated. 

There has been extensive war-time experience in the United 
States and in this country of letting contracts for constructional 
work, including large-scale temporary and permanent war-time 
housing projects and pre-war public works schemes. The kind 
of administrative, seasonal, and organisational lags that occur 
between the date of the official decision to proceed with a pro- 
gramme and the actual employment of work-people on sites is 
not only on record, but has been fully analysed.1 Similar analyses 
could no doubt be made from official archives in this country. 
There is thus a background of experience against which to test 
delays inherent in constructional programmes. More attention 
will be given to this point in the concluding section of this article. 

The American forecast of labour to be employed, worked out 
in the Monthly Labor Review,? was not, at the time of writing, 
embodied in legislation or in announced Government policy, and 
it was calculated before victory in Europe. The method followed 
by the investigators was to assemble all relevant data that would 
help them to publish an “ informed opinion ”’ of the likely volume 
of post-war constructional activity. They carefully qualified 
their conclusions by pointing out that they were not making a 
“‘ strictly mathematical forecast” for which “ neither the tech- 
niques nor the data sufficed,” but that they were putting forward 
a reasonable estimate based mainly on a study of trends and a 
study of such programmes as had been tentatively drawn up. 
They approached their task by first making inquiries not only 
as to the actual existing programmes of Federal and State agencies, 
finance organisations, public utilities, etc., but also as to the 
past experience of the country in construction and the financial 
history of various classes of buildings put up from 1920 to 1940. 
It is these realistic but tentative estimates that now must be 

1 See, for instance, National Resources Planning Board ‘‘ Economic Effects 


of the Federal Public Works Expenditures, 1932-38 ’’ (November 1940). 
2 Op. cit. (February—April 1945). 
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re-assessed in relation to the needs of the country for 1946 and 
1947, to the probability of an effective demand, and to the 
organisation of both the building industry and of the various 
agencies concerned in building work. 

The next point to consider is what the size of the labour 
force to be employed on construction looks like in comparison 
with previous periods. For the fourth post-war year the total 
of 3-1 million men-years of employment is made up of 2-25 million 
men-years on private and 0-85 on public account. 1-2 million men- 
years of the predicted programme would be for new residential 
building. In value terms and at 1940 prices, this means that 
the output of the industry would rise, in the view of the esti- 
mators, from $4-5 bn. in the final war-year to $12-1 bn. in the 
fifth post-war year—that is, to an average of $10-9 bn. for the 
first five years. The figures are shown in Table A. 

The first post-war year was likely to be transitional and, from 
the longer term point of view, the significant comparison with 
the past is between the average of the four post-war years after 
the first and the average realised for earlier periods. Figures for 
“ Period I ” (1926-29) and “‘ Period II ” (1936-39) have therefore 
been inserted for comparative purposes, at 1940 prices. 

The comparison shows that the investigators were antici- 
pating a rapid rise in constructional activity to the boom level 
of the late 1920s (called, for convenience, Period J), and to an 
output in the private sector of more than twice the level of the 
immediate pre-war years (Period II). Public expenditure was 
not to exceed Period II by quite so great a proportion, but never- 
theless it was to be above any previously realised level by about 
45-50%. 

The types of work on which this great increase was to be 
realised were diverse; compared with Period II, housing and 
highways outputs were to be doubled, and commercial expendi- 
ture expanded by over 200%.1 The investigators, in short, were 
predicting the greatest building boom in American, or world, 
history. 

The rate of build-up depends not only on the rate at which 
cgntracts are planned and let, but also on the rate of labour 
absorption of which they are capable once they have started. 
For the smaller contracts (less than $25,000) peak employment 
is realised two or three months after work has started, and pro- 
gressively later, running up to six or seven months, as the size 


1 Newcomb suggests 100% increase for all building activity for 1946 on 1945 
and 100% increase again for 1947 over 1946 (op. cit., p. 119). 
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of contracts increases.! Size, indeed, was found to be the most 
important factor determining the rate at which projects began 
to yield employment after the beginning of construction.2 Thus 
a large number of small projects let at once gives quicker imme- 
diate results on employment than an equal value of work let in 
larger blocks. Of course the smaller projects peter out more 
quickly, and do not give a steady volume of employment for 
many months on end unless constantly renewed or replaced by 
further batches of small works. To obtain such a steady flow 
a carefully co-ordinated programme is necessary. 

There may develop sudden spurts and a growing volume of 
constructional employment in a private enterprise economy 
when the demand for housing is high; but, without any kind of 
housing programme, it is not clear why there should be both a 
steady and a rapid rise. Even for the all-time peak level of 
constructional employment in the U.S., in 1942, under war 
conditions, and for a financially “unlimited” Government 
demand, the index of constructional activity was only 66%, 
above the level for 1940. 

Labour figures are not available, but the above percentage 
for activity indicates fairly well the limit of the possible build-up 
of labour even in very special circumstances of demand. Under 
present organisation the intended rate of increase of 100% in 
the labour force in two years, or even faster, would therefore 
seem to be unduly optimistic. This will not be apparent imme- 
diately, since arrears of maintenance, which are essentially small- 
scale work, may at first absorb labour quite rapidly. In Great 
Britain, for instance, the employed labour force rose from 520,000 
in June 1945 to 734,000 in February 1946,° despite the fact that 
only 53,000 or so were employed on permanent new housing at 
the latter date. But arrears of maintenance are not so heavy in 
the United States as here, and it is difficult to see how the increase 
in employment can be sustained, without planning, until 1950. 

The value of building actually done from June to November 
1945 was at an annual rate not much over 50% of the annual 
rate anticipated by the articles under review in 1945 (which 
were, of course, written without knowledge of when the war 
would end). For this period residential building was proceeding 
at a rate of about $1 billion per annum (at current prices)—that 

1 N.R.P.B. Economic Effects of Public Works Expenditures, p. 93: study of 
a sample of 249 contracts. 

2 Op. cit., p. 97. 


* Monthly Digest of Statistics, No. 3, Cmd. 6766, and the Architects’ Journal, 
April 11, 1946, p. 285. 
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is, at not much more than 25% of the anticipated rate for this 
item. Asa matter of fact, up to November 1945, publicly financed 
building was nearer to its target than the privately financed 
section of output. Thus the actual rise in activity necessary to 
attain the boom that has been anticipated will have to be acceler- 
ated, and new works planned on a much larger scale than has yet 
occurred. 


(b) (i) Soctan anp Economic Factors AFFECTING THE DEMAND 
FoR Hovsine AND BUILDING 


The assessment, even if somewhat rough, of the demand law 
for houses and buildings generally must therefore be attempted. 
The assessment is necessarily rough because the relationship 
between human need and effective demand for shelter is com- 
plicated by many social as well as economic factors. It is for 
this reason, indeed, that all attempts to measure a simple correla- 
tion between growth in population, or in the number of families, 
and houses built, have broken down or led to inconclusive results. 

It should be emphasised that there is a major distinction 
between “‘ human need ” and “ effective private demand.” Any 
definition of the “‘ human need ”’ for housing (or other building) 
is necessarily arbitrary, or, more exactly, non-economic—that is, 
it must be based on some idea of the minimum necessary standard 
for living-space and amenities with due reference to the general 
sociological standards and customs of the time and place under 
consideration. ‘‘ Effective private demand” is more nearly a 
purely economic concept. But in attempting to relate the 
number of houses demanded to a price offered it has to be remem- 
bered first that “‘a house ” is not a homogeneous unit, secondly 
that families are of « widely varying composition, thirdly that 
the distribution of present and anticipated future family incomes 
affects the demand, fourthly that the demand for houses for 
purchase is affected by different considerations than the demand 
for houses to rent, fifthly that rent frequently includes a charge 
for services other than shelter (heating or attendance), and 
finally that the demand varies geographically with climate and as 

1 Mr. J. B. D. Derksen has calculated an equation relating U.S. residential 
building activity to a shortage or oversupply of dwellings two years previously, 
and measures this factor by the ratio of the number of families to available 
dwelling units. The lag itself, however, may be irregular, and it is unwise to 
forecast from this equation (see ‘‘ Long Cycles in Residential Buildings: An 
Explanation,’’ Econometrica, 1940, p. 97). See also L. J. Chawner, ‘‘ Residential 


Building,’ National Resources Committee, Housing Monograph Series No. 1 
(1939). 
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between different classes of the community, for a number of socio- 
logical and other reasons. Thus even “effective private demand ” 
is difficult to assess. 

Some quantitative idea of the effect of these different influences 
on demand may be derived from the detailed studies made by 
the Bureau of Labour Statistics of samples of family budgets in 
1935-36. 

According to a well-known law of expenditure, the higher 
the income-group the lower the percentage of total expenditure 
spent on rent (or expenses of home ownership), and this law was 
borne out in each region for which the sample was taken. To 
extract some of the figures, three regions showed the following 
results for three sélected income classes : 1 


Total Expenditure for Housing as a Percentage of Total 
Expenditure for Family Living (1935-36) 











New East Rocky 
aaa England. Central. Mountains. 
> 
500- 749 35-2 33-7 27:3 
1750-1999 26-3 26-0 22-9 
4000-4999 21-2 24-4 19-7 











Similar falls occur if the expenses of fuel, lighting, etc., are 
excluded from the housing expenditure figures. 

But the housing provided for the families in the different 
income-groups is not, of course, the same either in quality or 
quantity. The richer families paid a lower percentage of their 
total expenditures, and yet attained a service superior in quality. 

Again, an analysis of the total expenditure for housing by 
family type shows that, for all income-groups, there was a tendency 
for the larger families to spend a smaller percentage of total 
consumption expenditure on housing. This is probably only 
another way of saying that expenditure on food and other necessi- 
ties for large families reduced their available expenditure per 
head, so that, despite their greater housing needs, their effective 
demand was less. Wage-earners and clerical workers spent (in 
the same income-groups) less on housing than independent 
business and professional men or salaried persons.? 

Then, again, the larger families (in the same income-groups) 
and the lower income-groups were in a measurable degree less 


1 U.S. Department of Labor, Family Expenditures in Selected Cities, 1935-36 
Bulletin, No. 648 (published 1941), Table I, p. 5. 
* Op. cit., Table B. 
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prone to become owners of their dwellings. Ownership of the 
home was more prevalent among families of business and pro- 
fessional men than among wage-earners and clerical workers of 
like income for most groups, but, above the level of $1750 per 
annum, wage-earners tended to own their homes more frequently 
than others.* 

To sum up, the net effect of the conflicting social influences 
on the demand for housing-space in the United States is that, for 
the urbanised part of the economy, housing is classifiable as a 
“ necessity.””* Family budgets have been collected at different 
dates in the United States and the data analysed; and for 
1935-36, as for the other inquiries, the income-elasticity of the 
demand for housing worked out at between 0-7 and 0-9. This 
means that a 10% increase in family expenditure involves a 
7-9°% increase in expenditure on rents, or on annual mortgage 
payments according to the data available from budget inquiries.* 


(b) (ii) A DeEmManp Law For Hovsine 


Over the country as a whole, the economic demand for new 
houses must be linked—or at least this hypothesis would seem 
to be in accordance with common sense—with the demand for 
all the houses already in existence. In this section, therefore, 
a test is made of whether there is not a demand law, though 
perhaps partly masked by the sociological factors mentioned 
above, for houses both new and old. A method of calculating 
such a demand law is sought by measuring the relationship 
between the quantity of “‘ house-room ” occupied in each year and 
its price relative to the prices of other things. A procedure 
for working out an equation of demand of this kind has been 
devised. There is a difficulty, however, in framing an equation 


1 Op. cit., p. 17. 

2 Adopting the basis of categorisation given by A. L. Bowley and R. G. D. 
Allen in Family Expenditure. A necessity is a commodity for which the 
income-elasticity of demand is numerically less than one. 

3 In some parts of the country, however, the income-elasticity figure was 
higher. At unity, housing reaches the borderline between being regarded as & 
‘*necessity’’ and as a “‘luxury.’’ In farm areas, a figure as high as 1-2 was found. 
This means that, with a rising family expenditure, a bigger proportion would 
go on rent. The precise reason for this is not easy to find; it might arise with 
a very wealthy community tempted to spend more on rents—e.g., by purchase 
of a second house per family, as incomes rose—or, more likely, it was due to 
backward rural areas where agricultural incomes were low and where alternative 
means of expenditure with rising incomes were scarce. 

“ It was suggested by a study of the method used by R. Stone in his Analysis 
of Market Demand, a paper read before the Royal Statistical Society, April 24, 
1945. 
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of this kind, especially in the case of housing. The quantity 
of “ house-room ”’ purchased in any year is determined by supply 
factors as well as by demand. In making a statistical study of 
the amount of house-room actually purchased, this has to be 
borne in mind. Furthermore, the approximate general equation 
of demand for the whole U.S.A. may be compared with an 
equation of demand calculable from a comparison of rents, 
incomes and the sizes of house occupied in different states and 
cities. 

The quantity of house-room demanded per head of the popu- 
lation, for a given price, might be expected, other things being 
equal, to go up and down with the total income available for 
expenditure. Thus, the first of the variables to be measured 
from year to year is expenditure per head on consumption. For 
practical purposes, over the years under consideration, this 
amounts to very much the same thing as measuring movements 
in income, since savings were a fairly stable element out of 
income; thus we shall refer to “‘ income-elasticity of demand 
for housing ” as meaning the ratio of a small relative change in 
expenditure on house-room to the associated change in total 
consumption expenditure. 

Secondly, there is the price of house-room. As this rises, 
the amount of house-room demanded will fall, and vice versa. 
For measuring this, an index of rents will suffice. 

Thirdly, there is a price-index for all other consumption 
goods. A rise in the prices of other goods may affect the demand 
for housing in two ways: by the “ income-effect ’—through 
diminishing real income; and by the “ substitution-effect ”—in 
providing the possibility of a switch in demand from other goods 
towards housing. These influences, it is well known, work in 
opposite directions for this variable. (In the case of the second 
variable the two effects, of course, act in the same direction, and we 
know that a rise in price will be associated with a fall in demand.) 

For an equation of demand, g may be written for quantity 
of house-room demanded per head, c for consumption expenditure 
per head, p for a rent-index, and p’ for a price-index of all other 
consumption goods. 

The data used in the first method relate to the years 1929-42. 
The figures indicate that the demand law for house-room is 
not likely to have changed very much from year to year over 
this period, and, on this assumption, the equation has been 
confined to the variables mentioned above without introducing 
time as a separate variable. 

No, 222.—vo.. LvI. Q 





220 THE ECONOMIC JOURNAL [JUNE 


In treating g as a function of c, p and p’, any number of 
equations might be choser, but the form of the equation becomes 
determinate if two further assumptions are introduced. First, 
constant elasticity is assumed—+.e., a proportionate change in 
any of the three variables will have the same proportionate effect 
on qg at any point on the demand curve. 

This means that q = Ke’p’p’' when K, r, s and ¢ are 
constants. . 

Secondly, it is assumed that demand remains unchanged 
when income and all prices rise or fall in the same proportion; 
for instance, a 10% rise in income, rent and other prices leaves q 
unaltered. This means that the sum of r, s and ¢ is zero. 

The equation may then be written qg = Ke-‘~‘p*p" or, ina 
more convenient notation for further analysis, 

q = Ke***p-*p'-? 

A demand law set out in this way is necessarily a simpli- 
fication. But, in so far as some stability of taste and habit 
may be held to prevail in the American economy, and in so far 
as the factors of supply are not correlated with the demand 
factors that have been listed, a study of the quantitative values 
for this equation provides some basis for estimating gq in relation 
to changes in income, rents and prices—that is, for assessing the 
likely magnitude of the effective demand. 

It is attempted to derive the constants in this equation from 
a regression between time-series for the period 1929-42. Un- 
fortunately, no direct statistical measurement of q, the quantity 
of house-room taken up, is at present available; instead, we 
have to rely on the total expenditure on housing incurred each 
year. Writing V for this, v for housing expenditure per head 
and N for total population, we have 


Pay pale 
p Np 
Similarly c is obtained from total consumption expenditure C 
a 
=F 
The values of N, C, V, p and p’, on which our analysis is based, 
are given in Table B, p. 221. 
Our assumptions imply a linear regression of log q on log 5 
c 


and log ?” 
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It is preferable to re-arrange the equation in such a way that 
it contains the measurable items V, N, C, p, p’, and so that each 
of the variablés refers to its (geometric) mean over the whole 
period (indicated by V, N, C, p, p’). Thus the equation becomes : ! 

= N 1-a-f C a+Bp ‘p l-a ‘p' -B 
v="(y) @ @ @ 
Substituting numerical values, we obtain : 


ae (es 3) (aoa) (aoa) Ge) 


TABLE B 
Demand for Housing in United States 








(1) (2) (3) (4) (5) 
- Price-index of 
: ‘onsumption| Housing Rent Other goods 
——— + expenditure, | expenditure, | (1935-39 (1939 
. $ millions. | $ millions. = 100). = 100). 


1929 121-8 78,426 11,010-1 141-4 131-8 
1930 123-1 71,081 ° 137-5 124-3 
1931 124-0 61,418 ° 130-3 107-0 
1932 124-8 49,672 ° 116-9 92-7 
1933 125-6 46,552 , 100-7 90-4 
1934 126-4 51,988 ° 94-4 98-8 
1935 127-3 56,449 , 94-2 102-3 
1936 128-1 62,272 ° 96-4 102-4 
1937 128-8 66,219 : 100-9 106-3 
1938 129-8 63,303 , 104-1 101-7 
1939 130-9 66,466 ; 104-3 100-0 
1940 132-0 , 104-6 101-2 
1941 133-1 : 106-2 109-2 
1942 133-8 , 108-5 125-5 























Sources: (1) Statistical Abstract of the United States, 1943, p. 3. 
(2) Survey <. esis Business, June 1944, p. 11: Total consumption 


expendi 
(3) — aod A ell Business, June 1944, p. 9: Consumption expendi- 
roup IV, 1-3. 
(4) Statistical a stract of the United States, 1943, pp. 404-5: B.L.S. 
rent in 
(5) Survey on , Business, May 1943, p. 17: All consumer com- 
modities, fixed weighted index. 


where V, C are written in $ millions, N in millions, p and p’ as 

index numbers. It will be seen that « = 0-084 and 8B = 0-245. 
Over the fourteen years measured, the income-elasticity of the 

total private demand for house-room emerges from the first 


1 An implied assumption of the equation is that population changes have an 
equal proportional effect on the demand for house-room. The equation thus 
cannot be used for estimating the significance of the population changes on demand ; 
that can only be done by means of a study of the long-period cycle in residential 
construction on the lines suggested by Derksen and Chawner in the works cited 
above. 
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method as 0-33—that is, the exponent for the expenditure vari- 
able C. This means that a 10% increase in total expenditure 
would, other things being equal, result in a 3-3° increase in 
housing demand. This is a low value, and contrasts with an 
income-elasticity of over double this figure derived from studies 
of family budget data. This seems to indicate that a change 
from one income group to another results in a much bigger 
change in the demand for house-room than a movement in the 
national income as a whole. Any forecast of the future demand 
for house-room may have to be modified if a substantial re- 
distribution of incomes or a big shift from lower to higher income- 
groups takes place. 

According to the equation, the direct price-elasticity for 
housing demand (— « above) is estimated at — 0-08. This is 
a very low figure numerically, as might be expected. A con- 
siderable fall in rents is necessary to cause a moderate increase 
in the total amount of house-room demanded. Conversely, a 
small percentage increase in the number of houses available 
may have an enormous effect on the percentage movement in 
rents. 

Rather different results are obtained, however, from the data 
for the different cities of the United States. In this second 
attempt at measuring income- and price-elasticity for house- 
room, data for the Census year 1940 have been used. The number 
of rooms occupied per head of population has been correlated 
with income per head and with rent per room, the data referring 
to the urban part of each of the American States. This gives a 
geographical comparison as contrasted with the time-series of 
the first method.1 This method of calculation gives an 
income-elasticity of 0-584 and a price-elasticity of — 0-449. On 
the evidence, therefore, of regional differences at a given date a 
10% increase in incomes would give a 6% increase in housing 


1 The variebles correlated have been derived from data shown in the Popula- 
tion and Housing Volume of the Sixteenth Census report and (for income) in the 
Survey of Current Business, all of them reproduced in the Statistical Abstract. 
They were obtained as follows, in each case by State : 


Demand for housing-space : Number of occupied urban dwelling units, 
multiplied by median number of rooms in urban areas, divided by urban 
population. 

Income per head: Total income payments to individuals, divided by 
total population of State. A correction, based on the percentage of urban 
to total population, introduced so as to eliminate influence of rural areas 
and to obtain estimate of income per head in the urban part. 

Rent : Median rent for all urban areas, divided by median number of 
rooms. 

Other prices : No data available. 
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_ to find evidence of a sufficient rise in current incomes to main- 
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demand—about double the increase arrived at by our approxima- 
tion over time. The data are not sufficiently reliable for con- 
clusive results to be drawn, but it would seem that unit differences 
of income over time and from area to area result in a difference 
in the demand for housing of somewhere between 0-3 and 0-6. 

In conclusion, it may be suggested that the low income- 
elasticity of the demand for housing in the 1930s was one reason 
why, despite a general recovery, no corresponding building boom 
developed. A gradual rise in incomes is not, in itself, sufficient 
to stimulate building recovery on a large scale. On the other 
hand, a substantial re-distribution of incomes, or a big internal 
shift of population, might precipitate the long-term building 
boom for which America has been waiting for so many years. 
The second outstanding fact—the lowness of the direct price- 
elasticity of demand—perhaps suggests the size of the social and 
economic forces that are at all times ranged against active public 
policy in the provision of housing; the protection of existing 
values has, of course, played an open part in circumscribing 
American public housing policy on a State and city level as well 
as Federally. 


UsE OF THE EQUATION FOR EXTRAPOLATION 


The values obtained by the first method give, when tested, 
a calculated housing expenditure that fits the actual housing 
expenditure reasonably well. But it is clearly not certain how 
far such values may be trusted for extrapolation into the future. 
It is only possible to state, as a matter of opinion, that there 
does not seem to be any evidence that the underlying relation- 
ships now (despite the G.I. bill of rights, demobilisation, and the 
increase in savings) are fundamentally different from their mean 
values for 1929 through 1942. 

Without, therefore, attempting a forecast, it is interesting to 
note that, according to these values, the demand for housing in 
1946 will be of the order of 5% above the 1942 level. This 5% 
increase in the total demand for housing is consistent, of course, 
with a huge demand for new housing, such as is now being 
experienced. This extrapolation is based on the assumptions of 
some rise in disposable income for the country as a whole, and 
on the usually assumed rise in population. Any further sub- 
stantial rise in income would, it seems, amply absorb the new 
housing predicted by the construction planners, but it is difficult 
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tain this effective demand for total (and hence indirectly for 
new) housing before 1947 or 1948; it may be that effective 
demand may take time to settle at the new high level. 

The “ gearing”’ of this effective demand is interesting. If 
the values of the equation continue to hold, a rise of 15% in 
consumers’ expenditures in the economy as a whole (due to a 
substantial rise in the national income or rather in the disposable 
part of it) would mean a further 5°% increase in the total demand 
for housing on the 1942 level. This might mean a doubling of 
the demand for new housing. Here is the “relation” in full 
cry. Despite the low income-elasticity of the demand for housing 
as a whole, the demand for new housing may be driven up quite 
fast if there is a renewed fairly rapid expansion of the national 
income. 

Thus it may be concluded that, on the housing demand side, 
the prospects of a building boom in America that will beat all 
previous records are definitely favourable. The main reasons for 
hesitating to believe in an excessively rapid development of the 
boom must therefore lie in doubts as to the adaptability of supply 
to demand. The great feats that the American economy has 
done in such adaptation for the automobile industry in the 1920s 
and for the shipbuilding industry in time of war make precedents 
for success in the construction field, but the conditions of the 
constructional industry are peculiar to itself. There are the 
difficulties of how to reduce costs, of lags between planning and 
execution, of land values, of materials’ supplies, and of the 
structure of the industry. There is no space to examine all 
these aspects of the supply position, but in the following section 
some general points are discussed. 


(c) THe RELATION OF CONSTRUCTION TO THE NATIONAL INCOME 
IN THE UNITED STATES AS COMPARED WITH THIS COUNTRY, 
AND THE TIME-LAGS INVOLVED IN ESTABLISHING A “ Nor- 
MAL ”’ RELATIONSHIP 


In the accompanying diagram, the net value of constructional 
work undertaken in the United States from 1919 to 1943 is plotted 
against the National Income. The years 1919, 1942 and 1943 
were unusually affected by war-time influences. For the remain- 
ing years, it will be seen on inspection that the points for the 
period 1920 to 1933 inclusive lie close to a straight line with 
slope 13:1, while the points for 1934 to 1941 inclusive also lie 
close to a straight line, sloping more steeply at 18:1. This 





1946] OUTPUT OF CONSTRUCTIONAL INDUSTRIES IN THE U.S. 225 


means that, in the first period, there was a tendency for national 
income to increase by $13 for every $1 increase in net construc- 
tional expenditure, in the second period by $18. This direct 
comparison of national income and net value of construction 
does not, of course, in itself reveal either a demand or a supply 
law, but it shows the net effect of both sides of the equation 
of demand and supply, and of both the effect of changes in income 
on construction and of changes in construction on national 
income. 

Net constructional expenditure averaged 3}°% of the national 
income from 1920 to 1943. The total gross output of the industry 
(that is, the net product + the cost of materials and + the repairs 
and depreciation work done), as a percentage of the Gross National 
Product, was much higher—between 103% and 13}% annually. 
But it is new works and net expenditure that are the factors 
that must expand to give direct employment in the constructional 
industry, since the value of repairs done in any year is fairly 
inelastic in the long run. It is clear from the graph that there 
must be a net constructional expenditure of between 6 and 8 
billion dollars if the National Income rises to $140 billions. Such 
a net expenditure means a prodigious flow of new projects. 

This means, for every year of full employment, considerable 
foresight, planning and certainty at an earlier period. Private 
building needs as much previous planning as public. Schools, 
blocks of offices, warehouses and factories are nearly all “ hand- 
made ” jobs, even though the separate parts of them are of an 
increasingly standardised type. A lag of seven to eight months 
has been a minimum between planning a project and commencing 
the contract for most large-scale projects. It is no doubt partly 
owing to delays in planning that the largest buildings in America 
have, been built during the downswing of the building booms, 
often being completed at a time that was financially unfortunate. 
Then there is the lag between award of the contract and the 
start of construction; this lag averaged forty-seven days for 
publicly-financed projects over $100,000 pre-war, and forty-nine 
days for projects under $100,000 2—the figures suggesting the 
greater efficiency of the planning of the more complicated large 
projects. For private projects, the lag may sometimes be less, 

but also very frequently it is longer; the private contractor is 


1 See G. F. Warren and F. A. Pearson, World Prices and the Building Industry 
(New: York, 1937), p. 113. 

* N.R.P.B. Economic Effects of the Federal Public Works Expenditures, 
1933-38 (Nov. 1940), p. 87. 
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not concerned to “ provide employment,” but to complete his 
contract at a profit, and he will not begin work until his labour 
and materials’ supplies are assured. 

The diagram shows very clearly, by the big movement to 
the right of the points for 1941 and 1942 compared with 1940, 
and also by a fairly big shift between 1922 and 1923, that sudden 
annual rises in constructional activity are feasible. Certainly 
the supply conditions of the industry, both in the advance of 
the 1920s and the recovery of the 1930s, kept pace reasonably 
with the advance in the National Income. 

‘The present dilemma is, indeed, only a part of the general 
problem whether full employment can be attained. Nearly every 
industry needs to employ more than before the war to keep 
employment at a sufficient level, and the constructional industries 
are only one special case of this necessity. 

The American constructional industry, like the British, 
contains a large number of very small firms, and a small number 
of very large ones. The small firms were responsible for most of 
the house-building done before the war, the average house being 
built at the rate of two houses per firm per annum. The large 
firms concentrated on highways and civil engineering, but there 
were also large firms engaged on multi-storey apartments, indus- 
trial and office buildings. Of the 215,000 contractors (including 
specialist firms of craftsmen) returned at the Construction Census 
of 1939, 87°, (184,000 firms) did less than $25,000 of work each 
per annum, and accounted for only 24% of the total output of 
the industry. At the other end of the scale, only 3-3% (7,000 
firms) of the contractors doing large-scale business, accounted 
for 54% of all constructional output. 

It has been found by experience that an industry constituted 
in this way is capable of great expansion and can be adapted to 
great changes in demand.! The numerous small firms can easily 
double their labour forces, and repeat the process again, without 
a proportionate increase of managerial staff. The large firms 
can take on several contracts without themselves being hampered 
with the problems of additional factory space and organisation. 
Nevertheless, both the small and the large firms are limited as to 
the speed with which they can handle such an expansion by the 
difficulty of finding a sufficient trained planning and managerial 
staff, including foremen, resident engineers, draughtsmen, 


1 Examples of such expansion occurred both in America and Britain during 
the war-years—e.g., the sudden rise in the employment of labour by small 
builders in the London area on repair to damage caused by the flying-bomb. 
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surveyors and building craftsmen. Thus, though the expansion 
is not intrinsically impossible, the rate at which it can take place 
is limited by organisational considerations, and by the speed at 
which training can take place. 

The economic form in which the various limiting factors find 
expression is a rise in building costs. Building costs tend to 
rise in times of expanding building activity. Not only does 
the price of labour and materials rise, but also the margin charged 
by the contractor anxious to make hay while the sun shines, 
But it is not difficult for private demand, for large buildings 
especially, to be postponed, and rising costs may mean a damping 
down of demand. 

Statistics on the earnings of the construction industry are 
not at all complete. Estimates given in Mr. Barger’s book 
Outlay and Income in the United States, 1921-1938 show that, 
over that period, ‘‘ Residual ”’ and ‘‘ Long-term ”’ incomes created 
in the construction industry 1 amounted to 15°% of total incomes, 
as compared with 16-2°% for Manufacturing, and 23-4°% for all 
industries and services. This is possibly because the construc- 
tion industry, like Manufacturing, carries a number of small 
firms which in total have small or negative incomes except in 
years of very good trade, a situation made possible by ease of 
entry into the industry. Firms with less than $50,000 of assets 
shows a substantial net loss in the construction industry in 1939, 
and even firms with $50,000 to $100,000 of assets made on 
balance a slight percentage loss in that year.? 

The characteristics of the supply side of the industry suffice 
to account for its capacity to expand, and also for its inability 
to do so faster than at a certain rate. The profits to be earned, 
though sometimes high for a short time, soon get reduced by 
intensive competition. The rate of entry then may be reduced 
again. Thousands of new small firms appear in a boom, and 
then the inflow damps down. On this hypothesis of the normal 
workings of the industry, it is possible to foretell that the American 
industry will adapt itself to demand, but will not of its own 
accord accelerate at a pace equal to that necessary to full 
employment. 

1 Residual and long-term incomes are the total of incomes minus short-term 
items (wages and salaries). 

* McConnell, Corporate Earnings by Size of Firm (Survey of Current Business, 
May 1945). The percentages relate to the reported corporate net profit before 
taxes and the total return to corporate officers and owners in relation to the 


calculated equity. See also W. L. Crum, Corporate Size and Earning Power, 
1939, Chap. XIV, for 1931-36 figures. 
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It has not been possible to offer a full statistical justification 
for this last conclusion; the necessary data even for pre-war 
years are not available. But the general factors of delay on the 
side of supply are important enough to mention, even if they 
cannot be quantitatively analysed. Insufficient study has yet 
been made of the institutional and organisational features that 
cause a gap between a potentially effective demand for building 
and its satisfaction. Existing knowledge of these features sug- 
gests that, however large private effective demand may be, it 
cannot of itself attract resources to an industry where, in the 
short-run, marginal costs are rising very steeply, and where the 
long-run is always a matter of months, and in some respects of 
years. 

Various legislative proposals are now before Congress for the 
provision of premium payments to secure increases in the produc- 
tion of conventional and new types of building materials by an 
early date—an idea which does not seem to have been mooted 
in this country; and to insure mortgages up to 90% of value 
even allowing for current high building costs. Local emergency 
housing committees are being formed and legislation is being 
proposed in individual States to implement the Veterans’ 
Emergency Housing Programme. 

The provision of $6 to $8 billions net of constructional expendi- 
ture by 1947 or 1948 cannot therefore be ruled out as utterly 
impossible, but there is no evidence that new works of the scale 
implied will in fact be planned and executed. While, in relation 
to a hypothetical enlarged national income, the demand, backed 
by Government-insured mortgages for residential building, may 
be available, there is no evidence that the supply—which, in turn, 
creates a substantial part of the national income—will be forth- 
coming at the rate required, without Government action possibly 
even more drastic than that already proposed as a result of the 
Housing Expediter’s report. 

Ian BowEN 


National Institute of Economic and Social Research, 
London. 


Note: Grateful acknowledgments are made to Miss I. M. 
Lindsay Smith and to Mr. C. E. V. Leser for their assistance in the 
preparation of this article. 








LADY RHYS WILLIAMS’ PROPOSALS FOR THE 
AMALGAMATION OF DIRECT TAXATION WITH 
SOCIAL INSURANCE. 


As Lady Rhys Williams published her proposals about the 
time of the Beveridge Report on Social Insurance it is natural to 
think that she was primarily concerned with the same subject 
as the Report. Indeed, it is probable she was, for the titles of 
her book Something to Look Forward To' and of the Liberal 
pamphlet Family Allowances and Social Security—Lady Rhys 
Williams’ Scheme? both suggest this to be the case. Perhaps 
this is why we now hear so little about the scheme, for we seem 
to think we are generally agreed on the form that the National 
Insurance measure should take. Or, alternatively, it may be 
thought of simply as the political argument of a Party which 
did badly at the Election, and hence of little practical 
significance. 

Whatever the reason, it is unfortunate, for the proposals 
have implications much wider than Social Security. They 
suggest the amalgamation and simplification of the methods by 
which most of the direct transfers of cash are made between 
individuals and the State, and that whether the transfers are 
to or from the State. By transfers are meant payments other 
than in return for goods and services. It is proposed to link 
social insurance with income tax in a way which makes both 
universal and simpler than at present. It is true that the 
Economist newspaper reported favourably under the title of 
“* Beveridge-As-You-Go ” on December 25, 1943, and as recently 
as January 12, 1946, in an article on “ P.A.Y.E. Simplified ” it 
made similar recommendations; it is true that some economists 
look upon the proposals as good; but otherwise they seem dead. 
Nevertheless they appear to have substantial advantages and to 
suggest a natural development of taxation and social policy. 

Perhaps the best way to introduce Lady Rhys Williams’ 
point of view is to quote her criticism of the Beveridge Scheme, 
for in effect it is also a criticism of all our social legislation for 
the past hundred years where that legislation has involved 
payments to, or for, needy citizens. She says “. . . the whole 
basis of the [Beveridge] Scheme rests upon the conception that 


1 Book, published by MacDonald & Co., E.C. 4. 
*? Pamphlet, Liberal Publication Dept., 8.W. 1. 
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those who serve the community by working and producing wealth 
must not on any account receive State assistance or reward... .” 1 
This conception goes back to the Poor Law of 1834, with its 
principle that monetary payments or other assistance to an 
employed person are pernicious, and that if we want to develop 
efficient workers they must be independent workers. The con- 
ception still remains in the modern Poor Law, for Article 8 of 
the Relief Regulation Order now in force states, “No able- 
bodied man shall receive relief in respect of any period during 
which he is in employment and in respect of which he receives 
wages or other remuneration.” ? It is true that within the past 
forty years the Poor Law has largely broken up, but still in most 
cases the person receiving “ State” benefits has to prove either 
that he is incapable of work or unable to obtain it. A major 
exception arises in respect of contributory old age pensions, 
but it is interesting to note that this exception is modified in the 
new National Insurance Bill, where it is proposed that retirement 
pensions shall only be paid to men at the age of sixty-five on 
condition that they do, in fact, retire. It almost seems as if we 
wish to encourage men to cease being producers. It is realised 
that if a man works an extra five years the weekly amount of 
the retirement pension is to be increased and that the Govern- 
ment Actuary reports that “the increments to pension granted 
for postponement of retirement are fixed at such rates that 
actuarially they are broadly equivalent in value on average to 
the pension forgone and the additional contributions paid.” ® 
But many, no doubt, will look upon it in a rather different way. 
They will say— 

“Tf I retire at sixty-five I receive a pension of 26s. a 
week. An annuity of this amount would cost about £740, 
which presumably is the value of the pension. If I survive 
to the age of sixty-five my chances of continuing to live 
another five years so that I attain the age of seventy are 
about four in five. The State therefore could provide 
survivors with a pension worth 1} times £740 plus five years 
interest (say £125) plus an allowance for extra contributions 
and interest thereon. Now the contributions from insured 
person, employer and Exchequer for retirement pensions 
total nearly 4s. weekly 4—say £50 in five years. The value, 


1 Book, p. 141. 
*§.R. & O., 1930, No. 1860. 
* Report on the Financial Provisions of the National Insurance Bill (Cmd. 
6730), p. 24. 
* Cmd. 6730, p. 7. 
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therefore, of my retirement pension if I attain the age of 
seventy ought to be £1,100. The value of the pension of 36s. a 
week, which is what I am to receive, is only £840. Therefore 
the State penalises me for being industrious after the age of 
sixty-five.” 


This is a criticism similar in character to that made by Lady 
Rhys Williams: ‘‘ Not only will the idle get as much from the 
State as the industrious worker, they will get a great deal more.” 1 

It seems therefore that we ought to examine again the 
principles upon which we grant State assistance, including there- 
with “insurance” payments. For years we have preferred 
to maintain a poor person fully whilst ensuring that he did no 
work for others rather than subsidise him in employment. But 
is there anything fundamentally wrong with a subsidy on wages 
if there are appropriate safeguards? The chief safeguards are 
that the subsidy should be universal, and should not be removed 
if wages are increased. It is all part of the problem of incentive 
to effort, and there is no incentive to a person to strive to earn 
more if in consequence he loses a similar amount of other income, 
such as subsidy. We might say that Article 8 of the Relief 
Regulation Order is simply a special case of the general safeguard; 
the subsidy on wages, being nothing, is not reduced as wages are 
increased. If we interpret the principles in this way we find 
that Lady Rhys Williams does not ask us to reverse our ideas, 
rather to carry them to a logical but at the same time practicable 
conclusion. It would be logical to say, no subsidy when wages 
are small, therefore no subsidy when wages disappear altogether. 
But that was impracticable in 1834; it was impracticable even 
to prohibit outdoor relief to the able-bodied in all parts of the 
country. The logical solution, therefore, is a subsidy equal to 
subsistence when there are no wages or other income, the main- 
tenance of the same subsidy when wages are low and also when 
wages are high. The question of whether this is practicable, 
and whether we can afford it will be discussed, at least by im- 
plication, later. 

Parliament has already shown that in some respects it is not 
averse to such an interpretation of the requirements of the 
situation. By its undertaking to pay children’s allowances it 
has given an indication, even if it has not stated it explicitly, 
that it does not disagree fundamentally with the principles 
suggested by Lady Rhys Williams. On the basis that a large 


1 Book, p. 141. 
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proportion of children live in poverty, and that this poverty 
cannot be alleviated sufficiently by increasing payments to 
unoccupied fathers, the problem has been tackled partly by 
providing food and milk cheaply or freely at school, but also by 
deciding to make a flat rate payment of 5s. a week in respect of 
every dependent child after the first, that payment to be inde- 
pendent of the father’s income and irrespective of whether he 
works or not. Apart from the fact that to grant the allowance 
to unoccupied fathers only would merely touch part of the 
problem, it is realised that if this were attempted it would remove 
altogether from many fathers with children the financial incentive 
to obtain employment. The problem was serious when the 
child’s allowance under the Unemployment Insurance Acts was 
only 2s. a week; it would be worse now. For instance, the 
National Insurance Bill (1946) proposes to pay unemployment 
benefit of 49s. 6d. a week for a man, wife and one child. If a 
further 5s. a week were given for each of four additional children, 
the payment would be almost £3 10s., whilst if the man were to 
obtain employment he would be taxed almost 5s. a week for 
National Insurance as well as lose the 70s. a week unemployment 
benefit. He would be likely to have other additional expenses, 
such as for travelling, food and clothing, and it may easily be 
that he would need £4 to £4 10s. a week to be equally well off 
when working as when unemployed. We have therefore agreed 
to the principle of payments made to those working when they 
are neither old nor otherwise partially disabled, and there seems 
no reason of principle why the method should not be extended. 
Having agreed that in certain cases, such as children’s 
allowances, it might be possible to increase incentive to produce 
by continuing the State payments when the person is employed 
as well as when he is unemployed, we might consider further 
the possible influences of the two schemes. The influence of the 
National Insurance Bill in deterring effort is likely to be at a 
maximum for a man with a wife and at least one child dependent. 
If under seventy years old, the man sacrifices benefits of 49s. 6d. 
a week if he works instead of drawing unemployment, sickness or 
retirement benefit, whilst he has also to pay contributions of 
nearly 5s. a week. It is not unreasonable to say he sacrifices 
£2 15s. a week, and only receives the difference between his wage 
and £2 15s. a week for his effort, sacrifice of time and any necessary 
expenses arising directly from his employment. He has to earn 
& lot to make the financial return seem worth while. Under 
lady Rhys Williams’ scheme a fraction of everything he earns 
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would be an addition to his income—as indicated later, that frac- 
tion might be 12s. in the pound. Thus under National Insurance 
if a man earns £3 a week he only increases his income by 5s., 
whilst doing work which the community considers to be worth 
£3. Under the proposals here outlined his income would increase 
by £1 16s. a week. Compared with his income when unemployed 
a man has a greater increase when employed under this version 
of Lady Rhys Williams’ scheme than he would under the National 
Insurance Bill, even if he earns up to an average wage of about 
£6 a week. Further, this assumes that National Insurance will 
not‘involve an increase in income tax. 


Man with Wife and One Child Dependent. 




















Nat. Ins. | Rhys W. 
Bill. Scheme. 
£ £ 
Earni in year. . : 200 200 
Less Income Tax * ‘ oa 80 
Less Insurance Contribution . 12 ao 
Net earnings . . * : 188 120 
Add Basic Allowance . . — 125 
Net Income while earning , 188 245 
Income when not earning . 129 125 
Increase in net income as a re- 

sult of earning . ‘ . 59 120 








The National Insurance scheme, being based upon the 
Beveridge plan, constitutes a “serious attack upon the will to 
work.” The scheme here described, as illustrated above, increases 
the financial incentives to obtain paid employment at least with 
wages up to nearly £6 a week. Nevertheless it is apparent that 
Lady Rhys Williams is very worried about the influence of her 
scheme on the will to work. If the national minimum allowance 
is sufficient for maintenance, will there not be a number of people 
content with that standard? Will there not be some who are 
unwilling to make the effort necessary to supplement the sub- 
sistence by the wages to be obtained from paid work? Her 
solution is the withdrawal of the basic allowance from any person 
who refuses the offer of suitable employment, and the modification 
of the scheme in such a way as to allow for unemployment and 
health insurance almost in their present form, including flat-rate 
contributions of 1s. 10d. a week, but without dependants’ 
allowances. This is weakening the scheme by making it more 
complicated, for two deductions would be required from every 
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wage, and those on different principles. If a man will not work, 
we shall have to find some means of persuading him other than 
cutting off his means of subsistence. We ought to try to make 
our schemes automatic in such a way that the recipient of 
assistance does best for himself if he does what national interests 
seem to require, but do not let us make our social assistance into 
a police organisation designed to pick out a man whose actions 
are against policy. 

One feature of the scheme is that the rate of income tax will 
have to be high on all incomes,.including those small incomes 
which are now completely exempt from tax. This will have an 
important effect in encouraging some people to undertake casual 
work and obtain income therefrom on which they hope to avoid 
paying tax. As at present it would be impossible to collect tax 
ou the income received by Mr. West as a result of painting Mr. 
East’s house. Yet with tax on all incomes at 8s. in the pound 
this kind of arrangement might easily pay both West and East. 

The problem arising from the high marginal rate of tax on all 
incomes acting as a deterrent might not be so serious as at first 
it appears. For many employments the marginal reward for 
service is also the total reward. If required, one works overtime, 
there is no real choice; on piece-work the speed of the machine 
determines output. If one refuses to work overtime when re- 
quired, one does not keep the job for long. If one’s piece-work 
output is low, then someone else is found to work the machine. 
Thus a workman often cannot in fact choose an upper limit to his 
week’s work; he cannot stop work as soon as he decides that the 
marginal reward from working falls below whatever reward he 
obtains by not working. Present circumstances are exceptional, 
owing partly to the recent development of P.A.Y.E., which draws 
attention to the high marginal rate of tax, and partly to the 
extreme shortage of labour, which makes absenteeism possible 
without the loss of one’s job. 

Nevertheless, there should be somewhere in the scheme a 
safeguard against its possible adverse effect upon production. 
lady Rhys Williams quite understandably wishes to maintain 
the adequacy of the basic allowances in all circumstances except 
refusal to accept suitable employment. Is this possible? Ideas 
of adequacy tend to rise, but if production in a country declines, 
might it not also be necessary to reduce the value of the basic 
allowances? In such circumstances it might be a costly business 
to increase production; it might even be necessary to pay out to 


producers not a decreasing but an increasing proportion of the 
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national product. Instead, therefore, of attempting to fix a real 
value to the allowances, it might be better to fix their cash value 
and try at least to maintain the net national money income, 
and leave it to the democracy of the economic system to deter- 
mine how much the allowances shall be worth. If in such circum- 
stances output declines, prices will rise, and at least the reward 
for effort will maintain its proportion of the total. 

If it be assumed that the Government desires that money 
incomes should be controlled as a means of maintaining total 
expenditure in the full-employment policy, then Lady Rhys 
Williams’ scheme, with its flat-rate taxation on personal incomes 
as they are received, would give week by week an excellent up- 
to-date measure of the distribution of part of purchasing power. 
There are other factors about the scheme which might help in the 
operation of a full-employment policy. If income fell, Govern- 
ment revenue would fall immediately, but its expenditure would 
not change; in the example here given a reduction of 10 units 
in the net national income would be accompanied by a fall of 
only 6 units in private income after paying tax, so that at the 
expense of an unbalanced budget the scheme would automatically 
help to maintain purchasing power. ~But if this was not sufficient, 
the rate of tax could be changed at any time, and the new rate 
would have its influence upon tax revenue immediately. This 
would be a far more powerful instrument than the power to raise 
or lower National Insurance contributions in accordance with 
fluctuations in the level of employment. 

In the paragraphs which follow an attempt is made to describe 
Lady Rhys Williams’ scheme in its simplest but nevertheless 
what is probably its most attractive form. The description is 
my own, though the amounts of benefit are those given in the 
Liberal pamphlet. Omitted altogether from this summary are 
references to special benefits, such as at birth, death, or marriage, 
and extra allowances for widows with dependent children. In 
the book there are also tentative suggestions for altering the 
allowances according to sex, or according to the age of children, 
and even according to differences in the average amount of rents 
in different localities. Obviously the details could be varied 
greatly. 

We have a complex organisation for assessing and collecting 
income tax, an organisation which includes not only civil servants, 
but all the employers in the country. We have other complex 
organisations for investigating titles to State benefits in respect 
of unemployment, health and old age insurance and for paying 
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them out. We have further organisations for assessing and paying 
out State allowances, such as supplementary pensions and un- 
employment assistance. Another organisation is required for 
paying children’s allowances. It is true that the new National 
Insurance Bill should lead to some of the complications being 
removed, but perkaps not so many as is generally thought. The 
position will remain very complex: the sick, the unemployed 
and the retired will still have to prove their titles independently ; 
the Assistance Board will still be required. And this new com- 
plex scheme is coming into operation at a time when unemploy- 
ment is likely to be higher than during the war, owing to the 
transfer of our resources to new kinds of production. The com- 
plexities will surely increase, questions of entitlements to benefits 
will become more difficult to decide. To take but one example, 
how will it be determined in practice whether and for how long 
a wife who has worked during the war is to be classed as un- 
employed? She may be doing household duties, but she might 
say that really she is seeking work, but unable to obtain any. 
When the acute shortage of labour is passed it will be difficult 
to test her, and even if work is obtained for her it is not always 
difficult for an unwilling worker so to arrange things that she is 
classed as unsuitable and dismissed. Problems of this nature 
caused much trouble between the wars, and many grievances as 
well. Surely our organisation in these matters of direct financial 
transfers between State and individual has become too complex. 
It needs an expert to know what an individual is due to pay and 
what payments he is entitled to receive in various circumstances. 
When an expert is needed, the individual often begins to feel that 
he may be getting unfairly treated. 

There is a further objection that these various organisations 
set up piecemeal for specific purposes dispense cash or make 
claims at rates which differ in apparently similar circumstances. 
One of the most attractive features about the new Insurance Bill 
is that the anomaly that an insured man is better off when 
unemployed than when sick will be removed. Already sup- 
plementary pensions had done much to bring the old more 
into line with the unemployed. There remains, however, the 
difference in principle between the two methods of collecting 
direct taxation, one income tax and the other contributions to 
insurance payments. In the first case it is an accepted principle 
that people with higher incomes should not only pay more, but 
should also pay a greater proportion of their incomes. In the 
second case the same absolute amount is paid, irrespective of 
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income, for all those insured, the variations depending on age 
and sex, not on amount of income. 

The scheme suggested here does not only propose the simplifica- 
tion by amalgamation of the social insurance schemes, but their 
incorporation also with most of our system of direct taxation, 
As expounded it is probably over-simplified, but this is to get the 
basic ideas understood. 

The proposal is that everyone—man, woman and child— 
should have a basic allowance, and have it unconditionally. It 
should not be granted only on the basis of a medical certificate, 
or on proof of unemployment, or on attainment of a certain age, 
but universally. This allowance might be at the rate of fl a 
week or, say, £50 a year for adults, and of 10s. a week (say £25 
a year) for children, this latter provision being in effect a scheme 
of children’s allowances. If there were 40 million adults and 10 
million children in the country, the cost of these allowances 
would be £2,250 million a year. At present transfer payments 
on account of pensions, health and unemployment total about 
£300 million a year, whilst in this period of low unemployment 
there is also about £80 million a year which goes to swell the 
unemployment fund.4 It seems, therefore, that the additional 
cost of these basic allowances over the present cost of social 
insurance and the supplementary payments would approximate 
to £1,900 million a year. 

The above basic allowances would be free of income tax; not 
only would they replace most of the social insurance payments, 
but, as explained later, they would also replace the personal allow- 
ances of our present income tax. They could be payable through 
banks or post offices by presentation of vouchers, say one for 
each week, distributed to individuals in books similar to old 
age pensions books. The task of distributing the vouchers 
would be comparable to the present task of distributing ration 
books. To limit fraud the vouchers could be made payable 
only asif they were crossed cheques, except when paid through a 
specific post office or bank, which would be expected to know 
its customers. It is not, however, anticipated that many of the 
vouchers would be encashed personally by the person to whom 
they are made payable. Most persons have regular employers, 
and it is anticipated that these persons would normally deposit 
their books of vouchers with their employers. Heads of house- 
holds would normally also deposit the books belonging to those 
dependent upon them. The employers would collect the 
1 Estimates of National Income and Expenditure, 1938-1944 (Cmd. 6623). 
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allowances for their employees either through their own banks or 
from the Inland Revenue, which would also accept vouchers as 
payment for income tax. In general, therefore, it would usually 
happen that the allowances would be paid in cash by employers 
with the employees’ earnings, and would tend to be considered 
as part of earnings. 

The additional cost of these allowances would have to be met 
by additional taxation. The proposal is that income tax would 
now be payable at a fixed rate in the pound on all income apart 
from the allowances. This rate would be fixed, as at present, by 
the Budget; P.A.Y.E. code numbers and tax tables would be 
abolished. There would be no deductions for insurance stamps 
and no contributions from employers for them; stamp cards 
would be abolished. 

The standard rate of tax would apply to all earnings, to both 
total and marginal income. Apart from the basic allowances, 
there would be no income free of tax, there would be no amount 
liable to tax at a reduced rate. Everything about the deductions 
would be simple—they would be understood both by employer 
and employed person. A knowledge of the firm’s total wage bill 
would immediately enable the tax collector to say how much was » 
due from that firm for its employees. 

Let us take the case of some particular employee. Take, 
for example, a man earning £5 a week. If tax were at the rate 
of 8s. in the pound, he would have £2 deducted as income tax 
and receive £3 as wages. But, in addition, he would have his 
basic allowance. Suppose he had a wife dependent but no 
children. The basic allowance would be £2 a week, and he could 
obtain it by presenting the vouchers at the appropriate bank or 
post office, or as crossed cheques by passing them through any 
banking account. But he would probably find it more con- 
venient, as a regular employee, to deposit both books of vouchers 
with his employers, who could encash the vouchers as they 
came due through their bank or use them to make payments to the 
Inland Revenue. The amounts would be paid out with the 
man’s wages. In this case, therefore, the man would receive 
from the firm a total of £5 a week, there having been a deduction 
of £2 from gross wages exactly balanced by £2 basic allowance, 
so that in effect he had no tax to pay. Had his gross income 
exceeded £5 he would have had net tax to pay; had it fallen 
short of £5 his basic allowance would have exceeded the tax. 

The following table shows what would happen in other cases 
where the basic allowance was £100 a year and the rate of tax 
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8s. in the pound. It has here been considered convenient to 
A final column gives for 
comparison the amount which the man will have to pay in the 
next financial year (1946-47) under the proposals of the October 
1945 Budget, but excludes social insurance contributions. This 
last column is to indicate that the suggestions made here reproduce 
substantially the present system of progression of income tax. 


Man with Wife Dependent. 























meer . Basic Net Income tax, 
Earnings. | Gross tax. allowance. | income. et Ue. 1946-47. 
£ £ £ £ £ £ 
50 20 100 130 —80 -- 
100 40 100 d 160 —60 —- 
200 80 100 220 —20 — 
300 120 100 280 20 19} 
500 200 100 400 100 95 
1000 400 100 700 300 298 
2000 800 100 1300 700 725 





following table illustrates the position. 


Single Person. 


A man, married but without children, earning £250 a year 
would pay no net tax, at £500 he would pay at the average rate 
of 4s. in the pound and at £1000 at the average rate of 6s. 

Under the suggestions made in this paper the net tax for 
married persons with children and earned incomes would also 
approximate closely to the Budget proposals for 1946-47, but 
most single persons would have to pay more, this being primarily 
due to the personal allowance of £110 for single persons being 
more than half the £180 allowance for married couples. The 























Earnings. | Gross tax. ond oS Net tax. ~— we. 
£ £ £ £ £ £ 
50 20 50 80 —30 _ 
100 40 50 110 —10 _— 
200 80 50 170 30 13} 
300 120 50 230 70 46 
500 200 50 350 150 127 - 
1000 400 50 650 350 329 
2000 800 50 1250 750 757 





In each table the first lines may be taken as illustrating what 
happens when a man works for only part of the year, so that his 
basic allowance exceeds the gross amount of tax he has to pay, 
thus making the net tax negative. For example, the married 
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man with earnings of only £50 in the year has a net tax which is 
shown as negative to the extent of £80, which might be compared 
with a receipt at present of £80 from unemployment insurance. 

We next have to make an estimate of how much could be 
obtained by taxation at, say, 8s. in the pound on all income except 
the basic allowances. The net national income in 1944 was 
£8,300 million. From this there has to be subtracted the £50 
million already accruing to the Government, and there has to 
be added the National Debt interest of £400 million which is part 
of private income. It would appear, then, that with unchanged 
national income the total amount raised should be 40% of 
£8,650 million, but this would be expecting too much, for it is 
unlikely that all income could in fact be taxed, such taxation 
probably being impossible with income in kind. It might be 
possible to collect tax at 8s. in the pound on £8,000 million of 
income, in which case the yield would be £3,200 million. 

In the current (1945-46) financial year income tax is expected 
to yield £1,350 million, but the tax reductions proposed in the 
October 1945 Budget, and which ought to come into operation in 
April 1946, are expected to cost £322 million in a full financial 
year. We might assume a yield of about £1,050 million from 
income tax in the next financial year with the present method of 
collection. With the method proposed in this paper another 
£150 million would be required from income tax to compensate 
for the loss of employers’ and employees’ contributions to the 
contributory insurance schemes, and a further £1,900 million 
to meet the increased cost of the basic allowances. It would 
therefore appear that a yield of £3,100 million from the new flat- 
rate system of income tax should be sufficient. Tax at 8s. in 
the pound on income of £8,000 million would produce £3,200 
million. Much seems to depend on being able to maintain 
taxable income at £8,000 million a year. 

It might be objected that it is unreasonable to assume an 
unchanged money income. Any other assumption, however, 
would seem equally arbitrary, and in any case we declare our 
policy to be one of maintaining purchasing power, and purchasing 
power comes primarily from income. Further, if the number of 
persons employed is tending to fall, money wage rates are still 
tending to increase. 

In the preceding references to tax attention has been con- 
centrated upon personal earned incomes, though it is intended, 
as the estimates of revenue to be obtained from a flat-rate tax 
1 Cmd. 6623. 
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show, that the tax should be paid on all income, including income 
from investments and the undistributed profits retained by 
corporate bodies. There seems no reason why, if it is desired, 
a different rate of tax should not be paid on “ unearned ” income 
than is paid on “earned.” Thus if the earned income rate was 
fixed at 8s. in the pound the unearned might be fixed at 9s. 

With the present system of income tax certain additional 
reliefs are given, such as those in respect of insurance premiums 
and expenses in connection with one’s employment. If it were 
decided to continue these, it could be done. For insurance, 
instead of the individual policy-holder claiming, it would seem 
reasonable, seeing that all persons pay tax at the same rate, 
for the insurance companies to claim the rebate in a lump sum 
and reduce premiums accordingly. Expenses in respect of 
employment are now largely standardised, and the payment 
might be made by the employer to the worker not as income, but 
as an expense in the same way that a traveller's expenses are 
allowed. A flat rate would prevent abuse. The need for 
allowances for dependent relatives would disappear, as these 
relatives would have their own basic allowances. It would 
complicate matters to continue the wife’s earned income allowance, 
whilst to attempt to make people in the highest earned income 
groups pay at the investment income rate might also be ad- 
ministratively difficult. 

There is nothing which would prevent alterations in the 
standard rate of tax at any time, whilst in the case of basic 
allowances alterations could be made easily with any new issue 
of books or vouchers. 

The system indicated would simplify not only the collection 
of taxation from one’s major employment, but from other sources 
as well. In such cases tax could automatically be deducted at 
the standard rate. This would enable certain evasions to be 
prevented whenever this secondary source was a recognised 
employer or institution, for small casual receipts are liable to 
get missed. For instance, many people have small receipts 
from savings which evade tax. On the other hand, it would still 
be impossible to collect tax on casual earnings where payment 
is made by private individuals, and this kind of earning might 
increase substantially. 

It is possible that in time much of the concept of personal 
liability to income tax would disappear. Even at present many 
workers think rather in terms of what is in their pay packet 
than what their gross earnings are. It seems possible that under 
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this scheme individual assessments for income tax would no 
longer be required, and that would be a great saving of man- 
power. What would happen would be that firms would have to 
pay to the Inland Revenue a certain proportion of their wages 
bill, of their profits and of any other payments that directly 
become income to others. In other words, tax would be payable 
at a fixed rate on the firm’s net output, suitably defined by 
excluding depreciation. But still everyone would be concerned 
with the rate of income tax, for a change in tax from, say, 8s. 
to 7s. in the pound would be comparable to an edict raising 
incomes by 8%. 

A simplified system of taxation of this kind would enable 
the Ministry of Labour to concentrate on employment rather 
than on unemployment benefit, for the health service to be more 
concerned with health and less on payments to the unhealthy, 
whilst the pensions organisation would have very much less to 
do. It would still be necessary to maintain the system for the 
assessment and collection of surtax, but there are only 125,000 
surtax payers, compared with some 10 million who after March 
1946 will pay income tax. It will still be necessary to maintain 
an organisation for assessing producers, including all those persons 
who work on their own account, but it will be to measure their 
net output rather than their profits. In other words, we should 
have as a by-product a measure of the national income and much 
of the information required for an annual census of production. 

If at one end of the income scale the present system of surtax 
would have to be maintained, so at the lower end some system 
such as that of the Assistance Board or Poor Relief would still 
be required for those cases where peculiar circumstances prevent 
treatment by a standard and simple formula. But the work 
of this organisation should be greatly reduced. 

Between the two extremes of surtax payer and the person 
in need of special assistance there could be enormous simplification 
of income-tax assessment and collection for both the Inland 
Revenue and employers. There would be a similar simplification 
in the payment of cash social benefits by the State. 


H. 8. Booker 
London School of Economics. 





THE ECONOMIC POSITION OF THE DOMESDAY VILLANI 


In the account of the Domesday Inquest written by Robert, 
Bishop of Hereford, in the very year that the survey was made, 
there is a fairly definite reference to two methods of classifying 
the English peasantry. The descriptio of England, we are told, 
included not only the possessions of the great, but also the homines, 
both serfs and free men, and as well those merely dwelling in 
cottages (twguria) as those possessing homes and lands.! Bishop 
Robert was a learned man, and it is probable that he was present 
at the council which in the winter of 1085-6 discussed the problems 
of the projected inquiry; bit one may perhaps doubt whether 
he fully understood that to classify men according to their legal 
status is not the same thing as to classify them according to their 
economic condition. And certainly the two methods are employed 
somewhat indiscriminately in Domesday Book. 

Hitherto Domesday students have concerned themselves 
rather with legal than with strictly economic matters. More 
attention has been given to the problem of determining which 
classes were “ free,” and what degree of freedom they enjoyed, 
than to that of estimating the size of their holdings. That a 
juristic bias adversely affected the perspectives of the older 
economic historians on the Continent has been strongly asserted 
by Sombart and, with qualifications, by Dopsch.2 And though 
in England there has been perhaps less of this onesidedness, the 
same tendency has been operative here at least in the mediaeval 
field. Maitland and Vinogradoff, manysided as they were, were 
both professors of law. 

That no serious attempt has previously been made to construct 


1 Hic est annus XX™ Willelmi, regis Anglorum, quo jubente hoc anno totius 
Angliae facta est des ~iptio in agris singularum provinciarum, in possessionibus 
singulorum procerum, in agris eorum, in mansionibus, in hominibus tam servis 
quam liberis, tam in tuguria tantum habitantibus, quam in domos et agros possi- 
dentibus, in carrucis, in equis et caeteris animalibus, in servitio et censu totius 
terrae omnium : Stubbs, Select Charters, 9th edition, p. 95. 

2 W. Sombart, Der moderne Kapitalismus, Vol. I, part i (edition of 1928), 
pp- 23, 314; ep. his article in the Economic History Review, Vol. II (1929). 
pp. 5-7; A. Dopsch, Verfassungs- und Wirtshaftsgeschichte des Mittelalters (1928), 
pp. 357, 550 (in articles published originally in 1918 and 1927). Sombart includes 
Cunningham and Ashley among those against whom he brings this criticism. 
Dopsch is much more ready to recognise the immense debt which economic history 
owes to legal historians, and, in particular, has, in spite of their differences, 
stressed the great range and fine balance of Vinogradoff, Vierteljahrschrift fir 
Sozial- und Wirtschaftsgeschichte, Vol. XXIII (1930), pp. 115-16. 
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a comprehensive statistical picture of the holdings of the English 
peasants in 1086 is no doubt partly due to the fact that Domesday 
Book tells us very little directly about the amount of land which 
the various classes possessed. Apart from statements about the 
holdings of sokemen and liberi homines, which are fairly frequent 
in some of the eastern counties, it is only in Middlesex and part 
of Cambridgeshire that we find more than mere scraps of in- 
formation on these matters. And though for these two districts 
the data are, by way of exception, fairly full and precise, we 
cannot be sure that the hides, virgates and acres that are here 
assigned to the peasantry were in fact measurements or even 
estimates of real areas and not fiscal assessments which bore no 
uniform relation to agrarian realities.1 

There is, however, another series of statements in Domesday 
Book which provide much more fruitful material; and it is rather 
surprising that this material has been so little utilised for statistical 
purposes. I refer to the clause relating to the tenants’ plough- 
teams. That the number of ploughing oxen which a man possessed 
must have borne a close relation to the extent of his arable land 
is obvious; and except in districts especially devoted to sheep- 
farming, or pig-breeding, or to some economic activity that lay 
outside the normal types of agrarian economy, it is justifiable 
to regard the size of the arable holding as a rough index of the 
peasant’s prosperity.? It is true that in its most usual form the 
clause which tells us the number of the caruce hominum is baffling. 
One cannot make much of a statement that x villani and y 
bordarit have n teams, for it is impossible to tell how the plough- 
beasts were distributed between the two classes. There is evidence 
that bordars sometimes did and sometimes did not possess 
teams.? Yet there remain a very large number of cases which 


1 Both Maitland and Vinogradoff inclined to the view that the Middlesex 
particulars do refer to actual field holdings. For their discussion of the problems 
these figures present see Maitland, Domesday Book and Beyond (1907 edition), 
pp. 477-8; Vinogradoff, English Society in the Eleventh Century (1908), pp. 
167-76. 

* The danger of using this criterion in sheep-farming districts has been 
emphasised by Eileen Power, and is well illustrated by the case of Swyncombe 
in Oxfordshire (as described in the Hundred Rolls), which she cites: Eileen 
Power, The Wool Trade in English Medieval History (1941), pp. 29-30. 

* For example, at Sutton in Bedfordshire, on the land which Turbert held 
of the Countess Judith, there was one plough on demesne ef itij bordarii cum j 
caruca (f. 217b), while an entry on the preceding folio tells us that at Easton in 
the same county six villani have three ploughs, and adds Ibi xij bordarii et ij 
servi (f. 216)—an entry which seems almost to imply, not only that the bordars 
had no ploughs, but that this was to be expected, and which may therefore be 
contrasted with such an entry as that at Mileford in Yorkshire: Ibi iiij villani 
et v bordarii sed non arant (f. 315b). It is tempting to regard the ploughs as 
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give the details about the ploughs for the members of one class 
only. And it is the object of this paper to present the evidence 
that is provided by such cases in regard to the Villani, who form 
the most numerous class in the Domesday enumeration both in 
the country as a whole and in twenty-five of the thirty-four 
Domesday shires taken separately. 

The statistical results of my investigations are summarised 
in the three Tables printed below (pp. 262-4). But before I consider 
the implications of these figures, something must be said about 
their basis and limitations. To go through Domesday Book 
(which in the printed edition comprises nearly 2000 folio columns) 
and to pick out from its pages more than 1500 statements relating 
to over 10,000 individuals is, even with the help of the Victoria 
County History translations, which I used for some counties, 
a laborious and protracted task. Those who have done most work 
upon Domesday Book will readily appreciate the fact that I 
cannot claim either absolute completeness or absolute exactness 
for my figures. Each case has been carefully checked; but ina 
compilation of this kind it is very easy to overlook a few entries 
which should have been included. I have endeavoured to exclude 
every statement whose interpretation was in any degree doubtful. 
But even here, since the work of extracting the figures had to be 
spread over many weeks, it is possible that I have not been 
perfectly consistent and that a mood of enhanced scepticism may 
now and again have led me to reject an entry of a form which at 
another time I may have judged to be acceptable. ? Yet these 





belonging solely to the villani in cases where, although the villani and bordarii 
are linked together, the number of the ploughs is either equal to the number of 
the villani or is some simple fraction of that number, and has no such simple 
relation to the number of the bordarit. There are, for example, numerous 
cases of this kind in Sussex. Thus at Bishopstone xzxzx villani cum ix bordariis 
habent xxx carucas (f. 16b), and at South Malling cc et xix villani cum xxv 
bordariis habent lxxiij carucas (f.16). But I have excluded all such cases from 
my figures as too conjectural. Here and elsewhere in this article the references 
are to the first volume of Domesday Book unless the contrary is stated. 

1 These statements are based on Ellis’s figures. Corrected totals are avail- 
able for some counties, but those of Ellis are accurate enough for the purpose 
for which they are used above. In reckoning the Domesday shires as thirty- 
four in number, I have followed Ellis, who includes the district ‘‘ between 
Ribble and Mersey” in Cheshire and does not separate from Yorkshire those 
portions of the north-western counties that are dealt with in connection with 
Yorkshire in Domesday Book. 

2 The facts about the plough-teams are stated in Domesday in a great 
variety of ways. I have excluded cases where the formula is, ‘‘ There is land 
for x teams which are there with y villani,” for one cannot rule out the possi- 
bility that some or all of the teams may in such cases have belonged to & 
demesne which is not specifically mentioned; but the entry for Aisse in Devon 
(Terra est iij carucis Has habent ibi vj villani cum i servo, f. 100b) was judged 
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admissions are not so damaging as perhaps they may seem at 
first sight, at least to those unfamiliar with the problems and 
difficulties of Domesday study. The figures, it must be re- 
membered, constitute a sample of the whole class of Villani; 
and if I have omitted any cases that I ought to have included, 
that will only mean that the sample is not quite so large as it 
might have been. If I have included any cases which a reconsidera- 
tion would lead me to exclude as doubtful, they cannot be more 
than a negligibly small proportion of the total number. In 
general I am satisfied that my figures are trustworthy as a basis 
for such broad and general conclusions as alone can legitimately 
be drawn from statistics of this kind. 

Three districts that come within the scope of Domesday Book 
do not appear in the Tables. The brief and summary entries 
which are all that Domesday devotes to the land ‘ between 
the Ribble and the Mersey ” proved useless for my purposes : 
a statement that at Salford there were two villani with one 
plough is, I think, the only one that tells of ploughs held by 
villeins only in this district. It also seemed necessary to exclude 
Cornwall and Middlesex. In Cornwall I found only two entries 
that seemed to isolate the teams of the villani, and in both the 
interpretation of the entry is rather doubtful.1 In Middlesex 





admissible. As the possession of plough-beasts by servi seems very improbable, 
I have included the numerous cases where the formula is of the kind we find at 
Wilderley in Shropshire (Terra est iiij carucis In dominio est una et iiij servi et 
iij villani cum j caruca, f. 258b). That the servi here belonged to the demesne 
and that the oxen (other than those allocated to the demesne) all belonged to 
the villani may safely be assumed: if the servi and villani were meant to be 
linked together we should expect the servi to be mentioned last; and, further, 
the servi we meet with in entries of this type are often just twice as numerous 
as the demesne ploughs, which makes it very probable that they were demesne 
ploughmen (see for example Oakley, Northants, f. 228b, and Empingham, 
Rutland, f. 227b). On the other hand, I felt it safer not to include an entry 
which runs Ibi v villani et iij servi habent v carucas (Brotone, Devon, f. 105); 
but I have included the entry Ibi tij villani cum i servo habent i carucam (Torne- 
berie, Devon, f. 105b). Among Yorkshire cases I rejected the figures for Chile- 
burne (Hugo habet ibi i villanum et ij carucas, f. 327) but accepted those for 
Tresch (Hugo habet ibi x villanos habentes ij carucas, f. 327). Perhaps these 
examples will suffice to illustrate the types of problem that one meets and the 
way I have tried to deal with them. It is in regard to marginal cases that I 
may not always have been consistent. My aim has been to exclude all material 
that I judged to be doubtful. 

1 At Bodmin (f. 120b) the statement runs Ibi v villani habent ij carucas cum 
vj bordariis; and though it appears probable that the plough-teams belonged 
to the villani, the possibility that they were distributed among the two classes 
cannot be excluded, especially as bordars possessing plough-beasts are found in 
Cornwall at Aissetone (f. 122) and at Pangrol (f. 125). The other entry relates 
to Winetone (f. 120): we are told that the villani have twenty-four ploughs and 
and that there are twenty-four villani, forty-one coliberti, thirty-three bordarii 
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there are only three or four unexceptionable entries that might 
have been used for my tables without more ado, for though we 
are frequently told in the Middlesex Domesday that the villani 
have so many teams, it appears probable that the term is em- 
ployed in this clause in a broad generic sense, just as it seems to 
be in the similar clause found in the Exon. Domesday, and thus 
included bordars, and perhaps also cottars, as well as villeins in 
the specific sense.1_ On Ranulf Flambard’s land at Stepney there 
were, we are told, three teams “of the villani,’”’ yet the only 
peasants mentioned are fourteen bordars.? Again, for Hamp- 
stead, for Charlton, and for the land of Robert son of Rozelin at 
Stepney, the plural villani is employed in the clause about the 
tenants’ teams (and in the case of Hampstead is coupled with a 
verb in the plural), although in each of these entries the enumerated 
tenants only included a single villanus along with the bordars 
and other classes. No doubt a critical sifting of the Middlesex 
data would yield some trustworthy figures, for on some manors 








and fourteen servi. But here the Exchequer text follows the formula of the Exon. 
Domesday, which, though it appears to isolate the teams of the villani, and so 
to promise information which is not otherwise available for Cornwall, cannot 
really be utilised for this purpose, because, as Maitland pointed out (op. cit., 
p. 39), there is reason to think that in the statement about the ploughs Exon. 
uses the term villani in a general sense which includes the bordars: we may be 
told that the villani have half a team and then find that the enumerated popula- 
tion consists of two bordarii and six servi (Lanner Cornwall, in Exon., ed. Ellis, 
p. 215, ep. Cariorgel, p. 203, Talgollo, p. 204, and other instances too numerous 
to be explained away as due to the omission of villani from the enumeration by 
scribal error). There are a good many examples in Cornwall of those arithmetical 
correspondences which tempt the incautious to conclude that all the teams 
belonged to the villani—e.g., St. Germans (f. 120b), where there were twenty- 
four villeins and twenty bordars with twenty-four teams, or Cargav (f. 121), 
where there were twelve villeins and twenty-two bordars with six teams. But 
similar correspondences occur between the teams and the bordars, and between 
the teams and the villeins and bordars combined—e.g., Lanherwev (f. 120b), 
where there were eight villani and six bordars with three teams, or Pennehe 
(f. 120), where there were twenty-four villeins and sixteen bordars with twenty 
teams. The danger of arguing from “round totals and neat quotients” is well 
illustrated by the case of Harpswell in Lincolnshire cited by Professor Stenton 
(Foster and Longley, The Lincolnshire Domesday, Lincoln Record Soc., 1924, 
Introduction, p. xx). If we combine the three entries in Domesday which relate 
to Harpswell, we get a total of eleven sokemen and fourteen villeins with fifty 
oxen, or exactly a pair of oxen each. But in fact there were six sokemen with , 
two and a half teams or twenty oxen, five sokemen and one villein with six 
oxen, and thirteen villeins with three teams or twenty-four oxen. 

1 For the use of the term villani in Exon. see the preceding note. As the 
Middlesex formula resembles that of Exon., it is perhaps significant that in 
Domesday Book Middlesex immediately follows the south-western counties that 
are comprised in the Exeter text. 

2 f. 127b. 
3 ff. 128, 130b. 
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the enumerated peasants consisted entirely of villeins, but as 
we have much fuller evidence for this county in the direct state- 
ments about the villeins’ holdings, I have not made the detailed 
scrutiny that would be required for the extraction of such 
figures.? 

In spite of the exclusion of the three districts just mentioned 
and a ruthless rejection of doubtful entries, we are left with data 
relating to 10,733 villani. That is very nearly 10% of the total 
number of villani enumerated in Domesday as summed by Ellis, 
. and over 10% of the total exclusive of Cornwall and Middlesex. 


SS lS 


7 








t The sample is, however, very unevenly distributed between the 
p various counties. In Bedfordshire it amounts to over 67%, in 
4 Wiltshire to little more than half of 1%. Yet we have a sample 
1 exceeding 5% for each of twenty-two counties, and one exceeding 
$ 10% for Yorkshire, Cheshire, Derbyshire, Lincolnshire, Shrop- 
x shire, Gloucestershire, Huntingdonshire, Cambridgeshire, Bedford- 
8 shire, Hertfordshire, and Sussex.” 
‘ 1 A number of Bedfordshire entries are of the Middlesex type: the enumera- 
L. tion of the various classes is preceded by a statement that “‘ the villani”’ have 
0 so many teams. In two of these cases (Wilden, f. 209b, and Dean, f. 210) the 
rt enumeration does not include any villani in the specific sense. I have not used 
b> any figures from such entries. I have, however, included the very numerous 
1. Bedfordshire cases where we read, not that “‘ the villani”’ possessed so many 
Ne teams, but that ‘x villani have y teams” and then that there are so many 
i bordars and serfs. Even here the question arose whether the term villani 
3, includes the other classes, for not infrequently the number of the villani is either 
18 equal to the number of bordars or equal to the number of bordars and serfs 
y added together. Thus of Wilshamstead we read: Ibi aj villani habent iiij 
al carucas et xj bordarii et j servus (f. 217), while at Lidlington (f. 211) the entry 
18 runs: xxiij villani habent viij carucas. Ibi xvj bordarii et vij servi (ep. Wyboston, 
y- f. 212; Clopthill, f. 214; Henlow, f. 215b; Putnoe, f. 212b; Bletsoe, f. 217). 
), In spite of such disturbing coincidences, the figures from these entries must, I 
it think, be accepted at their face value, for the following reasons: (1) The formula 
mn is often used where the villani outnumbered all the other classes (e.g., Cranfield, 
), Barton-in-the-Clay and Pegsdon, f. 210b). (2) It is often used where the villani 
8 were fewer than the bordars (e.g., Podington, f. 216; Easton, f. 216; Felmers- 
i ham, f. 217), and it occurs at Streatley (f. 212), where they were fewer than 
ill either the bordars or the serfs. (3) Similar coincidences between the numbers 
m of the villani and the numbers of other classes occur in entries whose phraseology 
4, clearly implies the distinctness of the former (e.g., Houghton, f. 213: et viij 
te villani et vj bordarii et ij servi; Langford, f. 215b: Ibi xij villani vij bordarii 
ty » servi; Henlow, f. 218: Duo villani et ij bordarii et ij servi). (4) Correspond- 
th , ences of this kind might arise through each villein having a bordar or a serf to 
ix work for him. (5) The assumption that the team-owning villani were the same 
persons as the bordars and serfs whose numbers are the same would lead to 
he some highly improbable results: at Clopthill it would mean that five bordars 
in had six full plough-teams between them. 
at * The counties are those districts which are included under the respective 


county headings in Domesday Book, so that Cheshire includes the land between 
Mersey and Ribble, and Yorkshire includes some fragments of the north-western 
shires. In a very few cases, guided by the editors of Domesday in the Victoria 
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It is essential to remember that the basis of the figures is a 
series of statements which, in one way or another, tell us that x 
villani have y teams.1_ Except in the comparatively few cases in 
which the statement refers to a single isolated villanus, the data 
cannot be made to yield any precise information as to the 
possessions of individuals.2) We know, for example, that in 
Yorkshire 842 villeins belonged to groups whose numbers had 
on an average between a quarter of a team and half a team each, 
while 139 belonged to groups averaging exactly half a team per 
villein. But we do not know how many individuals possessed 
more or less than the average of their group. On the other hand, 
it is important to recognise that the figures are in fact much more 
informing than they would be if they merely meant that 842 or 
139 villeins, as the case may be, averaged so many oxen apiece. 
Two facts justify the conclusion that the number of plough- 
beasts possessed by most of the villani did not vary very widely 
from the average number of the class to which they are assigned 
in the tables. 

In the first place, most of the groups to which the basic state- 
ments relate are quite small groups. The largest of all occurs at 
Rameslie, in Sussex, where ninety-nine villeins had forty-three 
teams, and the next largest is at Ferle, in the same county, where 
there were eighty villeins with thirty-four teams. But, besides 
these, there are, among the groups used for these tables, only 
four in the whole country that contain as many as fifty villeins, 
two of these being in Yorkshire, one in Somerset, and one in 
Devon. And though Yorkshire can show twelve groups of more 
than twenty, Bedfordshire nine such groups and Kent and 
Huntingdonshire six each, eleven of the counties that figure in the 
Tables have no group exceeding twenty and six others have only 





County Histories, I have transferred figures entered in Domesday under one 
county to the county to which they properly belong, but such transfers have 
been too few and small to affect the statements in the text. 

1 Where the Domesday statements are made in terms of oxen I have reckoned 
eight oxen to the team. As I have recently shown (English Historical Review, 
Vol. LX, 1945, pp. 217-33), the Domesday caruca was not invariably one of 
eight oxen in the south-western counties. But any error that this may involve 
in my figures must be quite negligible. It was only, I think, in 128 entries 
(out of more than 1500) that the need of converting oxen into teams arose at 
all, and eighty-six of these cases belong to Lincolnshire, a county in which 
there is pretty conclusive evidence that eight oxen were invariably reckoned to 
the team (see particularly Grimsby, etc., f. 343, and Bicker, f. 348b). From 
those south-western counties in which the caruca was variable we have only 
two entries in which it was necessary to convert oxen into teams: they concern 
six villani in Devon out of a total of 512 for that county. 

2 The entries relating to individual villeins number about 160. 

® ff. 17, 21. 
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one. For the country as a whole the average size of the basic 
group is seven. 

Secondly we have to reckon with the familiar ‘act that the 
villeins of a medieval English village or manor usually fall into 
a few classes marked by uniform or nearly uniform holdings within 
each class. Domesday itself reveals this type of agrarian structure 
in the few districts for which it supplies information about the 
villeins’ land. Every column of the section devoted to Middlesex 
contains evidence of this kind of thing, for even if the hides, 
virgates and half-virgates ascribed to the villani of this county 
were fiscal assessments rather than actual areas of land, their 
uniformities must reflect corresponding uniformities in the 
agrarian conditions.‘ The Middlesex manors usually contained 
two or three classes of villani. Thus on the Bishop of London’s 
manor at Fulham there were five villeins with one hide each, 
thirteen who held a virgate each, and thirty-four who had each 
half a virgate.2 But in a few places all the villeins had equal 
holdings. At Cranford there were eight villani, and each of them 
possessed a virgate.? At Lisson (Lilestone) each of the four villani 
is credited with half a virgate.t And when we turn to the Isle 
of Ely we find that here complete equality of villein holdings 
within the same manor or “‘ berewick ’’ seems to be the rule rather 
than the exception. Domesday Book reveals such equality at ten 
places in this area, and the additional detail provided by the Ely 
Inquest enables us to add five more estates to the list, while it is 
only on three manors that the villein holdings fall into two groups.® 
So far as I know, Middlesex and the Isle of Ely are the only dis- 
tricts for which Domesday provides us with any considerable 
body of information of this kind. But there is no reason to 


1 I mean within the same manor. As between one manor and another it 
may well be (as stated above on page 245) that the assessments, if assessments 
they be, ‘‘ bore no uniform relation to agrarian realities’ for beneficial hidation 
was often a privilege of particular estates: see Vinogradoff, op. cit., pp. 177 
et seq. 

* f. 127b. 

* f. 130b. 

* f. 130b. 

5 ff. 191b, 192, 192b; Ely Inquest in N. E. A. 8. Hamilton, Inquisitio Comi- 
tatus Cantabrigiensis (1876), pp. 115-20. At Witcham the Ely Inquest says 
there were two villeins with fifteen acres each and a third with ten acres, while 
Domesday speaks of two villeins only and gives them each ten acres. If we 
regard the former as the correct reading, that would give us fourteen manors 
or “ berewicks”’ with equal villein holdings and four where they form two groups. 
Thave not counted Chatteris, where the Ely text seems to be corrupt, and Domes- 
day does not give the particulars. At Whittlesey all the villeins had eight-acre 
holdings on the manor of the Abbot of Thorney, twelve-acre holdings on the 
manor of the Abbot of Ely: Dd. f. 192b, Ely Ing., p. 115. 

No. 222.—voL. LvI. 8 
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suppose that conditions in these regions were in this matter at 
all unusual. At Sawbridgeworth in Hertfordshire an exceptionally 
detailed entry in Domesday gives us a glimpse of the same kind 
of thing—fourteen villani with a virgate each, and thirty-five 
each of whom had half a virgate.1_ On three other Hertfordshire 
manors the Ely Inquest supplies particulars which show that at 
Hatfield all the villeins had equal holdings, and that at Hadham 
and Kelshall (Chyllessella) they formed two groups.” In a part of 
Cambridgeshire remote from the Isle of Ely, the Inquisitio 
Comitatus Cantabrigiensis gives some details that Domesday Book 
denies us about the manor of Count Eustace at Ickleton: we 
learn that of thirty villani eleven had half a hide each, while one 
held a whole hide and one a virgate.* In the west of England a 
reflection of similar conditions may be seen in the occasional 
references to integri villani and dimidii villani that occur in the 
Gloucestershire and Shropshire sections of Domesday Book.‘ 
But there is no need to labour the point, for the tendency of 
villein holdings to consist of standard shares or fractions of shares 
is a commonplace of knowledge, and its prevalence is far more 
likely to be exaggerated than contested. 

The Tables printed below give in detail the figures I have 
obtained by my investigations. But the general conclusions to 
which they point can best be appreciated if the classification is 
simplified so as to bring out the main facts, first for the country 
as a whole, and secondly in so far as they relate to regional 
differences. 

I. In a general view perhaps the most important fact which 
emerges is the large number of villant who must have had more 
than the pair of oxen commonly associated with a virgate of land. 
The average for the whole area of thirty-two counties is well 
above a quarter of a team per villein—2-9 oxen, in fact, if we reckon 
eight oxen to the team. In thirteen counties the average is three 
oxen or more; in Herefordshire, Gloucestershire and Sussex it 
exceeds half a team. If we arrange the figures, as in Tables II 


1 f. 139b. 
2 Ely Inquest in Hamilton, op. cit., pp. 124-5, ep. Seebohm, English Village 
Community, p. 94, where these cases are cited. Hadham is a place that supplies 
figures for my tables. Domesday says there were fifteen villani there who had 
eight teams and they are included in the tables among those averaging between 
half a team and a whole team. But the Ely Inquest shows that one of them 
had land rated at a virgate while each of the others had land rated at half a 
virgate, so that probably in fact fourteen had half a team each and one a whole 
team. 
* I.C.C., p. 41. 
* See the examples cited by Vinogradoff, op. cit., p. 448. 
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and III, according to the averages of the groups to which the 
basic statements refer, we get similar results. Almost 63% of 
the total number of villani whose teams are separately stated 
belonged to groups averaging more than a quarter of a plough- 
team per villein; and 23-9% had on an average half a team or 
more. These figures suggest that generally accepted views about 
the holdings of the eleventh-century villeins need considerable 
modification. They do not necessarily mean that we must cease 
to think of the virgate as the normal villein holding. Virgate 
holdings may well have been more numerous than holdings of 
any other one size. The Tables themselves show that there were 
more villant in groups averaging exactly a quarter of a team per 
villein than in those averaging half a team, or a whole team or an 
eighth of a team. There can be little doubt moreover that many 
of the individuals in other classes actually possessed just two oxen. 
Yet though all this may be admitted, the figures point unmistak- 
ably to conditions materially different from those commonly 
believed to have prevailed. They appear incompatible with such 
a predominance of virgate and half-virgate holdings as is often 
taken for granted.1. The number of villani averaging half a 
plough-team each is more than double those averaging just 
one-eighth of a team; if we add to it those averaging a team 
apiece, the total exceeds that of those averaging just a quarter- 
team by’some 13%. 

The actual possessions of individuals cannot, of course, be 
discerned through this mist of averages. But a gleam of reflected 
light can be thrown into the obscurity if we make a statistical 
experiment with the data which Domesday supplies for the county 
of Middlesex, comparing the individual villein holdings of Middle- 
sex with the averages to which we should be confined if these 
particulars had been denied us, and comparing these averages 
with those of our statistics for the rest of the country. For the 
purposes of this experiment it does not really matter whether the 


1 Seebohm not only maintains that the virgate was the normal holding of 
the Domesday villein, but says, ‘‘ The number of villani holding half-virgates 
was probably greater than the number holding half-hides and hides; so that 
the average holding would perhaps hardly be equal in acreage to the normal 
holding of 30 acres” (op. cit., p. 102). Maitland, though recognising the 
heterogeneity of the villein class, says, ‘‘ Perhaps in general we may endow the 
villanus of Domesday Book with a virgate’’ (op. cit., p. 40). Ashley, in the 
course of an attempt to “ picture to ourselves an eleventh-century manor in 
Middle or Southern England,” says, ‘‘ Of the land held in villenage, far the 
greater part was held in whole or half virgates or yardlands”’ (An Introduction 
to English Economic History and Theory, Part I, vol. 1, edition of 1906, p. 7). 
Vinogradoff’s view was better balanced (op. cit., pp. 447-8). 
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hides and virgates and their fractions of which we read in the 
Middlesex section of Domesday were actual areas or fiscal 
assessments. 

In Middlesex Domesday is generously informing. Even when 
we confine ourselves to entries that are quite free from ambiguity 
and show no sign of corruption in the text, we are left with 
particulars about the holdings of 454 individual villani, or nearly 
40% of the total number of villani in the county. And we find 
that, of these 454 holdings, nine were whole hides, thirty half- 
hides, 216 virgates, and 196 half-virgates, while there was one 
holding of fourteen acres, one of twelve acres and one of eight 
acres. Thus the Middlesex distribution conforms to the traditional 
view in that it shows a great preponderance of virgate and half- 
virgate holdings. But let us suppose that Domesday had only 
given the total areas held by the villani in each manor, telling us 
no more about these hides and virgates than it tells us about the 
teams in the statements that are the basis of our statistics for 
other counties. In the first place we then get for Middlesex an 
average of less than a virgate per villein—1-8 half-virgates or 
oxgangs in fact, as compared with our average of 2-9 oxen for 
the other thirty-two counties. That is in itself significant. 
But, secondly, let us arrange the Middlesex totals in a scheme of 
averages precisely parallel to that of Tables II and III, treating 
hides as we have treated teams, and virgates as we have treated 
quarter-teams. The results work out thus :— 














Aver- . Aver- 2 Aver- 
Aver. age be-| Aver- Aver- age of Aver- age of | Aver- 
age of age be-| . age be-| . 
1 hide | *Wee™ | age of tween | Just d tween | just } | age of 
or | fhido | just | Sand |™do °F] and | ide or| under 
more. | hide. 3 hide. gate. t hide. | gate. 
Number of | 
villani . | None | None 3 109 38 289 12 3 
Number of 
villani ex- 
pressed as a 
percentage | 
of the total 
of 454 .| Nil | Nil | 0-7 | 240 | 84 | 63:7 | 26 | 0-7 























Two things seem notable about these figures. First, a comparison 
of the averages with the actual distribution of holdings in 
Middlesex shows that the averages tend to obscure both the 
larger holdings and the half-virgate holdings. The number of 
holdings averaging exactly a virgate each is more than twelve 
times the number averaging half a hide or more, and more than 
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three times the number averaging just half a virgate. In fact, 
the virgate holdings were less than six times as numerous as those 
of half a hide or more, and they exceeded the half-virgate hold- 
ings by less than 11%. Secondly, the pattern of the Middlesex 
averages is very different from that of the Tables for the com- 
bined other counties. In Middlesex nearly 75% of the villani 
fall into one or other of the three groups averaging respectively 
a virgate, a half-virgate and something between the two: in 
the Tables less than 32% are to be found in the corresponding 
groups of teams. Further, as against 63% averaging more 
than a quarter of a team and 23-9% averaging half a team 
or more in the Tables, the Middlesex figures show only 24-7% 
averaging more than a virgate and only 0-7% averaging half a 
hide or more. Thus our experiment supports the conclusion that 
the team statistics imply conditions not a little different from 
those which are usually supposed to have existed and that villein 
holdings of two virgates or more were pretty common in England 
in 1086. Even in Middlesex hide and half-hide holdings actually 
amounted to more than 84% of the total number of villein holdings 
for which evidence is forthcoming, and, if we take the Middlesex 
figures to be areal measurements, occupied some 23% of the 
total amount of land that the villani held; and everything goes 
to show that in the country as a whole there was no overwhelming 
preponderance of virgate and half-virgate holdings such as 
ostensibly obtained in Middlesex, but a proportion of larger 
holdings considerably greater than the proportion indicated by 
the figures for that county. 

II. The differences between county and county are surprisingly 
large. Among those counties for which we have a sample exceeding 
5% several show figures that diverge widely from those for the 
country as a whole. The most striking cases are set forth in the 
following table, which shows the numbers of villani averaging over 
a quarter of a team and under a quarter of a team respectively, 
expressed as percentages of the total number of villani for whom 
we have information in each county, and also the average numbers 


1 Of course if the Middlesex figures were assessments and not areas the 
agrarian realities in Middlesex may have approximated to the average of the 
thirty-two other counties. My argument is simply that the team statistics for 
the combined thirty-two counties cannot be reconciled with a pattern of holdings 
such as the Middlesex figures, if interpreted as actual areas, would prove to have 
obtained in that county. Either villein holdings were on an average larger in 
the country as a whole than they were in Middlesex, or the actual holdings in 
Middlesex ran larger than is suggested by the statements about the villeins’ 
hides and virgates in the Middlesex section of Domesday. 
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of oxen per villein, or, to speak more exactly, the figures we 
obtain by multiplying the number of teams specifically assigned 
to villani by eight and dividing the result by the numbers of 
villeins to whom they are thus assigned. 





Percentage of Percentage of 
villani averaging | villani averaging 
more than } team.| less than } team. 


Number of oxen 


County. per villein. 





96-7 
98-3 
89-9 
88-3 
85-6 
78-6 
77-4 

2-5 
14-7 
37°3 


63-0 


Herefordshire 
Gloucestershire 
Sussex a 
Bedfordshire 
Hertfordshire 
Huntingdonshire . 
Hampshire 
Norfolk 
Lincolnshire 
Kent . 


P| wre eeer ne > 
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bo 


All 32 Counties 














It adds further point to the sharpest contrasts revealed in the 
above table to note that in Bedfordshire 36%, in Sussex 424%, 
in Gloucestershire over 60% and in Herefordshire nearly 75% of 
the villani in question belonged to groups averaging half a team or 
more, as compared with 0-6% in Norfolk, 2-2% in Lincolnshire 
and 2-4% in Kent, while of the four former counties the only one 
with any villeins averaging an eighth of a team or less is Sussex, 
which has 1-4% in that position, as against Norfolk with 55%, 
Lincoln with 41% and Kent with 244%. 

These contrasts cannot, I think, be explained away as due to 
any insufficiency of the samples. The smallest sample (that for 
Norfolk) is nearly 74%; and for Lincolnshire, which stands 
out in contrast to the first seven counties only less sharply than 
Norfolk does, we have a sample of 12%, while the counties with 
abnormally well-equipped villani include Bedfordshire, where the 
sample exceeds 67%. 

Another possible objection requires more consideration. 
The counties that show these marked divergencies tend to fall 
into geographical groups. There are three groups of counties 
where the evidence points to large villein holdings—a western 
group comprising Herefordshire and Gloucestershire; an east 
Midland group consisting of Bedfordshire and its two neighbours, 
Huntingdonshire and Hertfordshire; and a southern group 
formed by Sussex and Hampshire.? On the other hand, the pre- 


1 See explanatory note to Table I, p. 262. 

* Worcestershire should almost certainly be included with the western 
group, for the seventy Worcestershire villani of whom we have information 
averaged 3-7 oxen apiece, and none of them belonged to groups averaging & 
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dominance of small holdings is most marked in the contiguous 
counties of Lincoln and Norfolk.1 But the obvious inference 
that this reflects regional differences in economic conditions must 
not be accepted too readily. The question arises whether the 
contrasts may represent, not real differences in agrarian organisa- 
tion, but differences in the phraseology employed by different 
bodies of Domesday Commissioners. If the Commissioners who 
conducted the Domesday Inquest differed in the sense in which 
they used the term villanus, so that the term was in certain groups 
of counties applied to classes of the peasantry who were not 
described as villani in the counties belonging to other circuits, 
that might go far to explain the statistical differences. A suspicion 
that this may be the explanation of the puzzle is aroused by the 
fact that Eyton, who attempted to map out the various circuits 
according to differences in the Domesday phraseology, considered 
that Gloucestershire, Worcestershire and Herefordshire formed a 
single circuit, and those three counties (if we accept the evidence 
of a 44% sample for Worcestershire) constitute a very distinct 
group in the team statistics. Apart from this, however, neither 
Eyton’s scheme, nor Ballard’s suggested emendation of it, seems 
to support our sceptical hypothesis. Both those scholars reckoned 
Norfolk, Suffolk and Essex to be a distinct circuit, and the fact 
that these three counties, and these three only, are included in the 
Little Domesday makes this conclusion almost certain. But, 
then, Lincolnshire must have belonged to another circuit; and 
in the matter of team statistics Norfolk and Lincolnshire are very 
similar. Again, both Eyton and Ballard regard Huntingdonshire 
and Lincolnshire, which are statistically contrasted, as belonging 
to the same circuit, while another of their circuits combines 
Kent with Sussex and Hampshire. And though Ballard, unlike 
Eyton, would assign Hertfordshire to the same circuit as Bedford- 
shire, both dissociate these from the county of Huntingdon. 
quarter of a team or less. I have not, however, included Worcestershire in the 
table because the sample is under 5%. The propriety of reckoning Hampshire 
as forming a group along with Sussex is perhaps questionable, for though 
Hampshire has a high percentage of villeins belonging to groups averaging 
more than a quarter-team per villein, the average number of oxen per villein in 
this county is almost the same as that for the country as a whole. 

1 Rutland resembles its great neighbour Lincolnshire: forty-three out of 
fifty-eight villani in Rutland averaged less than a quarter of a team each. If 
we take the hides, virgates, etc., assigned to villani in Middlesex to be real areas, 
we may regard Middlesex as forming along with Kent a south-eastern group 
marked by comparatively small villein holdings: the Middlesex average of 1-8 
half-virgates per villein corresponds exactly to the Kentish average of 1-8 oxen, 


* An account of the conjectured circuits will be found in A. Ballard, The 
Domesday Inquest, 1906, pp. 12-13. 
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The demon of terminological inconsistency cannot, however, 
be exorcised thus easily, for we know too little about the circuits 
of the Commissioners and the methods they employed to argue 
confidently from theories about them. We must apply the test 
of evidence that bears specifically upon our problem. 

Two questions seem to require an answer. Can the apparent 
prevalence of very small villein holdings in, say, Lincolnshire and 
Norfolk be due to the inclusion within the class of villani of 
persons similar to those described elsewhere as bordars or cottars ? 
Secondly, can the figures indicating large holdings in such counties 
as Gloucestershire, Herefordshire, Sussex and Bedfordshire be 
the result of a terminology which classed as villani peasants 
whose economic counterparts were called sokemen or liberi 
homines in Norfolk and Lincolnshire? If the evidence suggests 
that either or both of these questions should be answered affirma- 
tively, scepticism about the economic significance of the statistical 
contrast may be justified. 

The first question is readily disposed of. According to Ellis’s 
enumeration of the different classes of the Domesday population, 
the ratio of bordars to villani in Lincolnshire exceeded that 
found in Gloucestershire, and though the relative number of 
bordars was greater in Herefordshire and Bedfordshire than in 
Lincolnshire, neither of those counties cau show a proportion of 
bordars approaching that found in Norfolk, where they were more 
than twice as numerous as the villani. There were, according to 
Ellis, no cottars in Gloucestershire or Bedfordshire and only 
nineteen in Herefordshire, while in Sussex, where they were 
numerous, the ratio of bordars and cottars combined to the 
villani does not greatly exceed the ratio of bordars to villani in 
Lincolnshire and is enormously less than that ratio in Norfolk. 
It follows that the hypothesis of “‘ concealed bordars or cottars ” 
cannot discredit the agrarian contrast suggested by the team 
statistics. There is no reason to suppose that small holders 
who would have been called bordars or cottars elsewhere were 
concealed under the name of villani in Norfolk and Lincolnshire; 
and even if they were so concealed in sufficient numbers to explain 
the peculiarities of the team statistics for those counties, we 
should still have to take the statistics as representing agrarian 
realities, though in such a case we might think it more appro- 
priate to speak of an abnorml proportion of these other classes 
than of villani with abnormally small holdings. 

The second question is a more serious matter. Alike in 
Gloucestershire and Herefordshire, in Bedfordshire and Sussex, 
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sokemen and liberi homines are either not to be found at all, 
or are so few in number that they may safely be neglected. But 
in Lincolnshire Ellis reckoned that there were over 11,500 sokemen 
as compared with 7,723 villani; and in Norfolk liberi homines and 
sokemen together numbered some 9,000 as compared with 
4,731 villani. Obviously this means that if the sokemen and 
liberi homines had possessions comparable with the possessions 
of the more prosperous villani in Gloucestershire, Herefordshire, 
Bedfordshire and Sussex, the apparent contrast between the two 
sets of counties might be reduced to a mere difference in termin- 
ology, or, perhaps one should rather say, the contrast might be 
explained, not as a contrast of economic conditions, but as one of 
legal status, the more prosperous peasants of the Scandinavian 
east being distinguished from the villani by their greater freedom, 
while their economic counterparts in the other counties were not 
so distinguished. 

The hypothesis can be tested by compiling team statistics 
for the classes in question. Perhaps it will be sufficient to make 
the test for the Lincolnshire sokemen. Fortunately Domesday 
is here kind to us and supplies statements about the teams of 
2,051 sokemen—a sample of over 17%. And I find that so far 
from resembling the better equipped among the villani of such 
counties as Gloucestershire and Sussex, these sokemen were 
decidedly less well furnished with plough-beasts than the average 
English villanus. They had on an average only 1-8 oxen apiece, 
as compared with an average of 2-9 oxen for the villani of the 
combined thirty-two counties. If we combine the figures for the 
Lincolnshire sokemen with those for the Lincolnshire villani— 
and such combination is what is really demanded by the con- 
. ditions of the hypothesis we are examining—we get a total of 
3,009 sokemen and villani who averaged 1-7 oxen apiece, and that 
is less than the average for the villani of every county except 
Lincolnshire and Norfolk. Of the total of 3,009 only 28-6% 
belonged to groups averaging more than a quarter of a team. 
Clearly our sceptical hypothesis must be abandoned. Like the 
“concealed bordars,’’ the sokemen obstinately refuse to help 
the sceptic.1 On the contrary, these Lincolnshire sokemen provide 


1 Professor Stenton has already pointed out that as regards the possession _ 
of plough-beasts there was “‘ no material difference ’? between the sokemen and 
villeins in Lincolnshire; but his estimate that the ordinary sokeman and villein 
of this county was “ a man of two or three oxen ” seems to credit both classes 
with a better equipment than can be allowed them in view of my figures— 
Introduction to Foster and Longley, The Lincolnshire Domesday and The Lindsey 
Survey (Lincoln Record Soc., 1924), p. xx. 
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additional evidence for the conclusion that the peasants of this 
county were peculiarly poor in plough-beasts. We cannot com- 
pare them with sokemen in the counties whose villani were 
especially well equipped in this respect, for sokemen are there too 
few to be used for statistical purposes. But a comparison with 
Nottinghamshire is instructive. In the matter of villein teams 
Nottinghamshire appears to be a fairly average county. And the 
sokemen of Nottinghamshire were much better provided with 
plough-beasts than their fellows in Lincolnshire. According to 
Ellis there were 1,516 sokemen in Nottinghamshire, and we can 
ascertain the average teams of 211 of these—a sample of nearly 
14%. They averaged practically three oxen apiece—2-9 if we 
include two sokemen who are described as nichil habentes. Only 
84% of those whose teams can be isolated from the teams of other 
classes belonged to groups averaging less than a quarter team, as 
against more than 56% in Lincolnshire. In Nottinghamshire 
thirty-nine out of 211 averaged half a team or more : in Lincoln- 
shire only thirty-five out of 2,051 were in that position. 

III. The form of the statements in Domesday that relate to 
the villeins’ teams prevents our learning much from them about 
the possessions of individuals. Yet they enable us to ascertain 
that some villani were substantial farmers and that there were 
others whose arable holdings must have been very small indeed. 
In the West Riding of Yorkshire, either at Barnsley or at Keres- 
forth (it is not clear which), there was a villein possessed of two 
whole plough-teams.? There was another equally well provided 
at Gillingham in Dorset. There was a third at Haingurge 
(? Hawkridge Farm, Hellingly) in Sussex. At Curemtone in 
Devon; at Lyde and Moore in Herefordshire; at Clapham, 
Astwick and Clophill in Bedfordshire we find little groups of 
villeins who averaged somewhat more than a full team apiece.® 
Altogether we can infer the existence of at least one villanus who 
possessed a whole team or more in ninety-eight villages distributed 
over twenty counties, and that although our information covers 
not quite one-tenth of the total number of villani in the country; 
and it may well be that some possessors of whole teams—perhaps 


1 The Lincolnshire evidence is so compelling that I have not thought it 
necessary to compile team statistics for the sokemen and liberi homines of 
Norfolk. It should be noticed, however, that Maitland called attention to the 
fact that some of the liberi homines in that county were but scantily provided 
with Pep teem, op. cit., p. 106. 


2 f. 80b. 
‘ f. 2Ib. 
5 ff. 118, 182b, 212, 213b, 214. 
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a good many—lie concealed beyond the reach of arithmetical 
inference within the groups of villeins whose members had 
on an average less than a team apiece. On the other hand, 
in addition to some seventy-five places in Lincolnshire, there are 
about seventy-five other villages (distributed over nineteen other 
counties) in which we are able to discern one or more villani who can- 
not have possessed more than a single ox, if indeed they possessed 
that. And though the contrasts we have previously noticed are 
apparent in this matter too—thirty-seven of these last seventy- 
five villages being either in Norfolk or Kent, while Sussex, 
Bedfordshire, and Gloucestershire provide nearly half of the 
ninety-seven villages in which the more affluent villeins can be 
traced—the range of local inequalities is also to be remarked. 
Ten counties—Yorkshire, Cheshire, Derbyshire, Nottinghamshire, 
Cambridgeshire, Suffolk, Kent, Sussex, Hampshire, Devon— 
are common to these two groups of twenty counties. Even 
Lincolnshire can show us, at North Kelsey, a villein who had 
six oxen.2, Even in Norfolk the village of Breckles included 
among its inhabitants two villeins with a full team between 
them. And though Sussex contained many exceptionally well- 
to-do villeins, at Preston in that county there were only two 
oxen among five villani.* 


1 Of the ninety-eight localities, twenty-five are in Sussex, seventeen in 
Yorkshire, thirteen in Bedfordshire and ten in Gloucestershire. 
2 f. 347. 
§ Vol. II, f. 126b. 
* f. 20b. 
REGINALD LENNARD 
Wadham College, 


Oxford. 


[Tables I, II and III follow (pp. 262-4).] 
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whose Teams are Separately Stated in Domesday Book 


(Counties where the information is only available for less than 5% of the total 


number of villani are printed in italics.) 












Counties where the | Counties where the 
Counties where the | villani had on an/|villani had on an/| Counties where the 
villani had on an|average j§ of a|average}ofateam | villani had on an 
average more than | team or more but|or more but less| average less than 
3 a team each. less than } a team/than } of a team| } of a team each, 
each. each. 
Herefordshire 4-8 | Bedfordshire 3-7 | Staffordshire 2-9 | Kent 1-8 
Gloucestershire 4:7 | Worcestershire 3-7 | Yorkshire 2-9 | Rutland 1-8 
Sussex 4-1 | Buckingham- Hampshire 2-8 | Lincolnshire 1-5 
shire 3-6 | Cheshire 2-7 | Norfolk 1-0 
Dorset 3:4 | Nottingham- 
Hertfordshire 3-3 shire 2-7 
Essex 3-1 | Somerset 2-7 
Huntingdon- Suffolk 2:7 
shire 3-1 | Cambridge- 
Berkshire 3-0 shire 2-6 
Devon 3-0 | Oxfordshire 2-6 
Shropshire 3-0 | Wiltshire 2-6 
Derbyshire 2-5 
Leicestershire 2-5 
Northampton- 
shire 2-5 
Warwickshire 2-5 
Surrey 2-4 




















Average for 32 Counties = 2-9 


Note.—The figures show the number of oxen on the assumption that there 
were eight oxen in a team. But the unit is really one-eighth of a full team. 
Where a team of less than eight was reckoned as a full team, as was sometimes 
the case at least in Devon and Somerset, the figures exaggerate the average 
number of oxen possessed by the villein. But as an index to the area of arable 
he possessed, one-eighth of a team is probably a better unit of measurement 
than an ox where these differ. I agree with Pollock in thinking that “‘ where 
they were found, the smaller team of six oxen or the greater one of ten was 
about equal in working power to the more usual team of eight oxen elsewhere ” 
(English Historical Review, Vol. XI (1896), p. 813). 
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The Numbers of Villani in each County whose Plough-Teams are 
Separately Stated in Domesday Book Distributed According to 
the Average Fraction of a Plough-Team Possessed by the 
Members of each Group. 
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Bedfordshire 25 29 267 127 638 92 52 0 0 1,230 
0 0 31 18 73 12 13 0 17 164 
hamshire 0 17 36 30 50 22 63 0 0 218 
ridge- 

8 0 5 1l 13 134 8 4 0 243 
Cc 0 4 10 10 28 13 21 8 0 o4 
Derbyshire 0 1 9 14 123 25 81 8 0 261 
Devon 7 5 36 68 222 46 106 19 3 512 
Dorset 1 2 3 13 3 6 12 0 0 40 
Essex. 0 0 8 1 15 8 5 4 0 41 
Gloucester- 

shire 0 81 103 65 154 4 3 0 0 410 
Hampshire 0 2 22 27 185 27 31 ll 0 305 
Hereford- 

shire 6 16 64 51 40 6 0 0 0 183 
Hertford- 

shire > 0 0 50 8 156 22 14 0 0 250 
Huntingdon- 

shire 0 0 60 35 308 29 72 4 5 513 
Kent . 0 2 0 13 222 49 193 39 117 635 
Leicester- 

shire 0 2 7 2 21 12 38 0 0 82 
Lincolnshire 0 0 13 8 120 114 308 187 208 958 
Norfolk 0 0 0 2 7 2 147 44 151 353 
Northamp- 

— . 0 0 43 21 72 70 86 20 9 $21 

shire . 0 1 15 40 82 24 56 14 0 232 
Oxfordshire 0 0 0 22 51 8 21 4 0 106 
Rutland 0 0 0 0 15 0 43 0 0 58 
{ 0 8 22 23 140 46 42 0 0 281 
§ t 0 0 35 15 50 20 55 8 0 183 
Staffordshire 0 1 30 8 41 16 42 0 0 138 
suffolk 0 4 0 4 12 12 10 2 0 44 
Surrey 0 0 0 5 25 8 10 6 0 54 
Sussex 3 57 145 59 294 40 14 4 5 621 
Warwick- 

shire ° 0 0 0 28 35 41 14 0 6 124 
Wiltshire . 0 1 0 1 3 12 0 0 0 17 
Worcester- 

° 0 1 22 13 34 0 0 0 0 70 

Yorkshire . 1 27 329 139 842 223 346 20 65 1,992 
All 32 Coun- 

ties. ‘ 43 266 1,371 883 (4,195 [1,017 | 1,966 406 586 | 10,733 
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TaBeE III 
The Numbers of Villani in each County whose Plough-Teams are 


Separately Stated in Domesday Book Distributed According to 


the Average Fraction of a Plough-Team Possessed by the 
Members of Each Group and Expressed as Percentages of the 
Total Number of Villani in each County whose Plough-Teams 


are Separately Stated. 
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Buckinghamshire 
Cambridgeshire 





All 32 Counties 























REVIEWS 


The Probability Approach in Econometrics. By Tryave Haav- 
ELMO. (University of Chicago: Cowles Commission Paper 
No. 4, 1944. Pp. viii + 118.) 


Tuts publication, which has also been issued as a supplement 
to Econometrica, should be read by everyone interested in 
statistical economics. Since the discussion between Keynes 
and Tinbergen in this JourNaL on the logic of econometric 
research a number of articles have appeared with the object 
of expounding and justifying the procedures used in this 
field. This paper is the most comprehensive exposition of all, 
and combines a clear statement of the logical foundations of 
econometrics with an account of the author’s brilliant contri- 
bution to that subject, which is having such a revolutionary 
effect on the procedures used in the estimation of economic 
relationships. In particular, it may be recommended to those who 
are sceptical of econometric work, for, as Koopmans has remarked,? 
“the meaning of Haavelmo’s work is that economic statistics 
has now caught up with economic theory. It has now become 
clear that methods of statistical estimation, even of a single 
equation of economic behaviour, must in some way take account 
of the fact that the variables entering that equation are part of the 
wider set of relevant economic variables which are determined 
by a complete system of simultaneous equations.’ The greater 
part of the exposition of this paper is intelligible to those without 
special mathematical equipment, despite the fact that mathe- 
matical notation is used freely and some parts of the argument 
are of a purely formal character. The analysis was first presented 
in mimeographed form in 1941, and the essentially new feature 
was presented in an earlier article in Econometrica. 


1 In particular: ‘‘ Econometric Business Cycle Research,’’ by J. Tinbergen, 
in The Review of Economic Studies, Vol. VII, 1939-40, pp. 73-90; ‘‘ The Logic 
of Econometric Business Cycle Research,’”’ by T. Koopmans, in The Journal 
of Political Economy, Vol. XLIX, April 1941, pp. 157-81; ‘‘ Statistical Testing 
of Business-Cycle Theories,’’ by T. Haavelmo, in The Review of Economic Statistics, 
Vol. XXV, February 1943, pp. 13-18; ‘‘ Economic Interdependence and Stat- 
istical Analysis,’’ by J. Marschak, in Studies in Math tical FE ics and Econ- 
ometrics (1942), pp. 135-50. 

2 See ‘‘ Statistical Estimation of Simultaneous Economic Relations,’’ in 
Journal of the American Statistical Association, Vol. 40, December 1945, pp. 448- 
66 





3 See ‘‘ The Statistical Implications of a System of Simultaneous Equations,”’ 
in Econometrica, Vol. 11, January 1943, pp. 1-12. 
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The paper contains six chapters dealing respectively with : 
abstract models and reality ; the degree of permanence of economic 
laws; stochastical schemes as a basis for econometrics; the test- 
ing of hypotheses; problems of estimation; and problems of 
prediction. 

An abstract model may be regarded simply as a restriction 
on the joint variations of a set of variables. It is pointed out 
in Chapter I that any exact model is likely to be contradicted 
by experience, so that one’s model must be set up or one’s theory 
formulated in terms of probability. In this less dogmatic form 
one’s theory may be found not to be contradicted by observations. 
The observations must, however, be appropriate, so that with 
every theory we ought to specify what observable variables are 
to be identified with those in the theory, and also what procedures 
are admissible for carrying out the observations. This matter 
of specification is termed by Haavelmo a “ design of experiments.” 
If, for example, we suppose demand curves to be irreversible and 
to depend on the present position of the individual, then the 
relevant data could be obtained in principle by interviewing, 
but could not be obtained, even under the most favourable 
conditions, from historical records of prices and quantities. An 
irreversible scheme might, of course, be reduced to a reversible 
one by the introduction of additional variables. 

Chapter II contains a discussion of the stability of economic 
relationships. The author points out that in many cases experi- 
ence shows that relationships which are successful in explaining 
the variation of some economic phenomenon over one period 
break down when applied to a subsequent period, while, on the 
other hand, observations frequently satisfy much simpler relation- 
ships than are expected on theoretical grounds. An important 
problem in obtaining stable relationships arises from the difficulty 
of ensuring that the condition ceteris paribus is fulfilled in view 
of the fact that our observations are obtained, not by experiment 
or by randomising the factors with which we are not concerned, 
but from the complicated interactions of the real world. This 
means that we may have to introduce a comparatively large num- 
ber of variables into any expression in order to hold other things 
constant and obtain the net relationship between, say, price 
and quantity in a demand study, while at the same time the 
smallness of the sample of observations available and the import- 
ance of common factors affecting the variation of many economic 
variables may make it impracticable to work with equations 
with so many terms. If we, then, neglect some of the terms 
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because in the sample period they are not from a purely empirical 
point of view needed, we run the almost certain danger that we 
shall be caught out in the next period, when the omitted terms 
again require separate considerations. 

Because the movement of economic variables is restricted 
by a set of simultaneous relationships, there may be little oppor- 
tunity for the hypothetical free variation, with which we start 
out in economic theory, to manifest itself. At the same time it is 
important that we should begin with a theoretical structure of 
autonomous relationships if we are to gain much insight into the 
processes of economic change. By way of analogy, Haavelmo 
remarks that if we want to understand the working of a motor- 
car, we should study thermodynamics, the dynamics of friction, 
ete., because these subjects lead to highly autonomous relation- 
ships in that field of investigation, while we should not spend time 
investigating empirically such relationships as that between 
the speed of the car and the angle of the accelerator pedal, which 
possess very little autonomy. This is clearly sound, and, if 
acted on by applied economists, should go far to close the gap 
which has frequently existed in the past between empirical and 
theoretical studies. 

At the beginning of Chapter III it is pointed out that it 
is hopeless to expect exact functional relationships to be fulfilled 
in economics, since this position is not strictly encountered even 
in such exact sciences as astronomy. Accordingly, a stochastic, 
as opposed to a functional, scheme is set out which is more appro- 
priate to economic investigations. The essential feature of such 
a scheme is that it allows for disturbances in the equations con- 
necting the variables. These may take the form of errors of 
observation which can be associated with particular variables 
and disturbances due to omissions and simplifications which can 
be associated only with a given equation. The latter type, 
which is inevitably present in economic investigations, gives rise 
to a more fundamental type of difficulty than do mere errors of 
measurement. In particular, they require a revision of the 
existing theory of estimation of the constants in the equations 
connecting the variables, and this is discussed in Chapter V. 
Disturbances also lead to two distinct types of derived exact 
equations. One type is the solution which is given if we abstract 
from disturbances; the other is the expected value of the 
solution if disturbances are admitted. Thus if we have a demand 
equation derived from budget data of the form 

v = etteVe 
No, 222.—vot. LvI. 
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where the disturbance is represented by «, a random variable 
with mean zero and variance o?, then if we assume there are no 
errors we have : 
f=) 

On the other hand, the expected value of v given V, E(v|V), is 
different from v* being given by 

E(v|V) = et + iP? 
so that the behaviour of the average family of given income 
V, E(v|V), is not the same as that which would be observed, v* 
if all the families acted alike without the differences introduced 
by the disturbance e. 

Chapter IV contains a brief description of the Neyman- 
Pearson theory of testing statistical hypotheses, which will be 
familiar to readers of the fundamental work of these two writers 
contained in the two issues of Statistical Research Memoirs, 
issued before the war by the Department of Statistics, University 
of London, University College. It is helpful in enabling the 
economist to see how a theory must be formulated if the statistician 
is to get profitably to work. It brings out clearly that the econ- 
omist must specify the set of a priori admissible hypotheses before 
a test is constructed. The more this process of restriction can 
safely be carried out, the more hope there is of making valid 
inferences. 

Chapter V follows out the implications for estimating the 
coefficients of economic relationships of the fact that each relation 
is part of, and influenced by, a system of stochastic equations. 
This means that there are factors operating to cause disturbances 
which are not explicitly introduced into our theory, and, further, 
that economic relationships do not exist on their own, but are 
part of a system of relationships. It is here that Haavelmo has 
made an important original contribution to the theory of estima- 
tion by showing that, except in special cases, unbiased estimates 
of the parameters in equations which form part of a system of 
the above kind cannot be obtained by considering each equation 
in isolation. This discovery opens up a new method of estimation 
which requires that the system of equations be written down in 
advance, even if we are only interested in one relationship, and 
considered as a whole. The difficulty of putting this principle 
into practice in the present state of knowledge calls for an exam- 
ination of the circumstances in which the bias of the single-equa- 
tion approach is especially serious, and of short cuts which can be 
adopted through the use of incomplete systems of two or more 
equations. These questions have been considered briefly in the 








— a. ok ah 





ion 











1946] WORLD ECONOMIC SURVEY, 1942-44 269 





paper (1945) by Koopmans cited above, and will be dealt with more 
fully in a forthcoming publication of the Cowles Commission.* 

Chapter VI deals briefly with some of the problems of predic- 
tion. In his conclusion Haavelmo states as his belief that “ if 
economics is to establish itself as a reputable quantitative science, 
many economists will have to revise their ideas as to the level 
of statistical theory and technique and the amount of tedious 
work that will be required, even for modest projects of research. 
On the other side we must count the time and work that 
might be saved by eliminating a good deal of planless and futile 
juggling with figures.” This is my belief also, and I look forward 
to the day, already overdue, when it finds recognition in the 
syllabuses for degrees in economics. 

In conclusion, attention may be drawn to work on another 
aspect of the estimation problem dealt with in Chapter V which is 
going on currently. In Haavelmo’s scheme we concern ourselves 
with disturbances in the equations of a system, but neglect the 
sampling problems arising from errors of measurement in the 
variables. This latter question has been attacked recently by 
Tintner,? though in his case errors are dealt with to the neglect 
of disturbances. Haavelmo’s estimation problem is, I think, 
novel in a way in which Tintner’s is not, but both writers have 
put statistical economists very much in their debt. 

RICHARD STONE 
Department of Applied Economics, 
Cambridge. 


World Economic Survey, 1942-44. (Geneva: League of Nations 
(London: Allen & Unwin), 1945. Pp. 299. 10s.) 

Commercial Policy in the Post-War World. (Geneva: League of 
Nations (London: Allen & Unwin), 1945. Pp. 124. 5s.) 


Tus volume of the Survey covers the period from the autumn 
of 1942 to the close of 1944—a period of full war economy, when 
total world output was greater than ever before, although 50 
million men were under arms. A general outline is followed 
by chapters on Production, Copsumption and Rationing, Finance 

1 Statistical Inference in Dy ic E ic Systems, being the proceedings 
of a conference to be published in the series of Cowles Commission Monographs. 

* See, in particular, ‘‘A note »n Rank, Multicollinearity and Multiple Regres- 
sion,” in Annals of Mathematical Statistics, Vol. 16, September 1945, pp. 304-8, 


and ‘‘ Multiple Regression for Systems of Equations,’’ in Econometrica, Vol. 14, 
January 1946, pp. 5-36. 
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and Banking, Price Movements and Price Control, International 
Trade, and the Transport Situation. As usual, a great mass of 
information is admirably summarised. 

One point which emerges clearly is the great productive 
capacity of the United States and Canada. Both countries 
nearly doubled their peace-time output. In addition to their 
very large contribution to the war effort, they were able to main- 
tain consumption (except for durable goods such as motor-cars) 
above pre-war levels. In 1944 the meat production of the 
United States was nearly two-thirds above the average for 
1935-39; it is perhaps permissible to add that some seven feed 
calories are needed to produce one calorie of animal products 
for human consumption. 

In Europe capital equipment could not be properly main- 
tained, and during this period much damage was caused, especially 
in Germany, by bombing and, especially in Russia and Italy, 
by the retreating German armies. Thirty million people were 
homeless. Levels of consumption fell, despite a large increase 
in the “ vegetable ratio”? in human diet. In Poland, Greece, 
and parts of Yugoslavia “‘ many people, especially in the towns, 
must have lived in a state of semi-starvation.”’ 

Some countries, especially in Latin America and in the 
sterling area, had considerable export surpluses with which 
they acquired sterling or dollar balances or gold. In 1944 the 
United States still held two-thirds of the recorded central gold 
reserves (outside the U.S.S.R.) of 30 milliard dollars. But gold 
and dollar balances held by the world outside the United States 
were estimated at some 20 milliard dollars. 

Many tables are given on war finance. Central and local 
taxation in 1943 absorbed 37% of the national income of the United 
Kingdom. For other countries the corresponding percentage was 
lower; in the United States it was 30. A number of neutral 
countries greatly increased their defence expenditure, and covered 
less than half their public expenditure from revenue. Everywhere 
national debts increased, but inflation and lower rates of interest 
kept down the debt charge as a percentage of national income. 

Measures to control the rise in price-levels met with varying 
success. In Greece there was a runaway inflation. In China 
the price-level was over 500 times greater than in 1937, but 
“ stability ’’ was achieved in the sense that the monthly increase 
in prices was held down to a steady 10-12% ! Next in the inflation 
scale came Italy, South-eastern Europe, Finland, Iceland, the 
Middle East, India and Japan with increases of 500-1,000% in 
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their note circulations. (It should be noted, however, that in 
India and Egypt price-levels less than trebled.) Germany and 
Western European countries came next with increases of 300— 
500%. In Germany there was a growing movement towards 
barter. Belgium carried through successfully a reduction in her 
note issue. 

The Survey shows the great advantages of territorial special- 
isation even in war-time. During this period the defeat of the 
German submarine campaign and the prodigious output of ships 
in the United States enabled the United Nations to make more 
effective use of their combined resources, through lend-lease 
and mutual aid, and to draw on outlying regions for agricultural 
and mineral supplies for their centres of war production. The 
German war effort, on the other hand, was impeded more and more 
by being deprived of the advantages of territorial specialisation. 
The heavy and almost continuous bombing of German transport 
forced her into an “ air-raid economy,” with war production dis- 
persed as widely as possible, and every district driven towards 
self-sufficiency. In the course of 1944 Germany was increasingly 
denied materials from outside—manganese from the Ukraine, 
chrome from Turkey, wolfram from Spain, iron-ore and other 
products from Sweden. “ The military events of the summer of 
1944 ” deprived her of access to “ a large number of vital products, 
ranging from Roumanian oil to French aluminium.”’ 


Commercial Policy in the Post-War World is a discussion of 

how more territorial specialisation can be secured in peace-time. 
The Economic and Financial Committees offer conclusions and 
suggestions from their own experience during the inter-war 
period. 
Their patient and carefully-planned efforts achieved a good 
deal. Their valuable drafts on M.F.N. treatment, attached to 
this Report for reference, were widely used. Their model treaties 
on the removal of double-taxation formed the basis of over a 
hundred bilateral agreements. Their Standard Customs Nomen- 
dature, completed in 1937, were adopted in whole or in part 
by more than a dozen countries. But the recommendations 
of the 1927 Conference, approved by nearly all member govern- 
ments, had only a short-lived effect. With the Great Depression 
“throughout a large part of the world, trade was strangled and 
trade relationships became increasingly discriminatory.” 

The Committees believe that now the prospects are brighter for 
long-term policies to secure greater freedom and less discrimination 
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in international trade. The nations are pledged to these aims; 
and the lesson of the ’thirties, that greater freedom of trade is 
essential for active and efficient employment, was clear and con- 
clusive. Accordingly, the Committees offer many useful sugges- 
tions on methods and details, ranging from multilateral conven- 
tions to cartels and commodity control schemes. 

But the forces of economic nationalism and of vested interests 
are strong, and cannot be defeated either by logic or by the lessons 
of the past. Much will depend on the initiative and drive of the 
United States. A good deal will depend also on the proposed 
International Trade Organisation. 

Between the wars, “for dealing with the central issues of 
commercial policy, the machinery and equipment for international 
action were inadequate. The powers of the Economic Committee 
were limited. The headquarters staff at Geneva concerned with 
questions of commercial policy never exceeded half a dozen 
senior Officials; there was therefore no question of its being 
able to study in detail the problems and policies of individual 
countries or to keep in constant touch, as was required, with 
national administrations throughout the world. The absence 
was felt, moreover, of any international body with power to 
mediate or arbitrate, when so requested, in connection with 
trade disputes between States.” 

What is the moral? Is it not that the International Trade 
Organisation should be equipped with all the rights to be consulted 
and powers to take action which nations can be persuaded to give 
it? Such a body, well-staffed, and in close touch with Govern- 
ments and their problems, might be able to initiate and carry 
through detailed multilateral agreements for the benefit of all. 
Success would be more likely if Governments would send delegates 
with power to act, within limits, on their behalf, and to exchange 
concessions against concessions. The greater the fraction of 
their economic sovereignty which Governments can be induced 
to surrender to this Organisation, which will exist solely to put 
into practice the principles to which they themselves are pledged, 
the greater will be the chance of attaining the goal for which these 
Committees worked so steadfastly and well against insuperable 
odds. 

F,. BENHAM 


London School of Economics. 
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The Impact of the War on Civilian Consumption in the U.S., 
U.K., and Canada. (London: H.M. Stationery Office, 
1945. Pp. 163. 2s. 6d.) 


In April 1944 the Combined Food Board published its first 
Report comparing “Food Consumption Levels in the United 
States, Canada and the United Kingdom.” This showed a 
substantial fall during the war in this country, and a substantial 
rise in North America. The volume under review, which was 
prepared for the Combined Production and Resources Board by 
a special Combined Committee on Non-Food Consumption 
Levels, covers the whole field of civilian consumption. The con- 
clusion is reached that consumer purchases per head (measured 
at constant prices) fell by about one-sixth in the United Kingdom 
and rose by about one-sixth in both the United States and 
Canada. 

The first part of the Report explains the main reasons for this 
discrepancy. The most important was, of course, that both 
the United States and Canada had, before the war, a much higher 
proportion of unused human resources on which to draw. They 
had a larger proportion both of “‘ unoccupied” and of “ unem- 
ployed,” and a shorter working week. It can be estimated, 
from figures given in the Report and elsewhere, that, all told, 
the Americans before the war were working only about 70% 
as many man-hours as the British, per head of the adult popula- 
tion. This enabled them to make their war effort largely out of 
a greatly increased national production, without any overall cut 
in consumption. 

The second part of the Report gives more details of changes 
in the various items of consumption (food, clothing, housing, 
fuel, etc.). It gives a fuller picture than can be shown by stat- 
istical index numbers of real consumption, which by themselves 
may be somewhat misleading, as, for example, the calculated 
war-time increase of 9°% in the average British civilian’s “ con- 
sumption ” of housing. 

Finally, the Report contains nearly a hundred pages of closely 
printed appendices. These do more than explain in detail 
the methods used in calculating the figures in the text (thereby 
providing, incidentally, a valuable illustration, for the student, 
of statistical snags and dodges, and of the use and limitations 
of index numbers and national income figures). The appendices 
also comprise, with the rest of the Report, an invaluable statistical 
handbook. Here we find many useful tables, not only on the 
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various aspects of civilian consumption, but on national income, 
man-power, population and other topics. 

In Appendix XII “ the official estimates of national income and 
gross national product in the three countries have been adjusted 
so as to bring them into line with a set of agreed definitions.” 
Although difficulties and ambiguities remain, an important step 
forward has clearly been made. 

In Appendix XIII estimates are made of the numbers engaged, 
directly or indirectly, on ‘‘ war work,” not only in the Armed 
Forces and the metal and chemical industries (the narrow defini- 
tion often used), but also in most of the other industries and 
services. It is shown that the proportion of our labour force 
engaged on war work in 1944 was, not just over 40%, as the nar- 
rower definition would suggest, but about 55%. This latter figure, 
though involving a considerable amount of guess-work, is a much 
more satisfactory measure than the former, and more in line with 
the proportion of our national product devoted to the war. (The 
corresponding estimate for both Canada and the United States is 
about 40%.) 

Perhaps the most interesting appendix of all is number XI, 
where, after a full discussion of the difficulties involved, it is 
estimated that total consumption per head in the United Kingdom 
in 1938 was 80-90% of that in the United States in 1939. (The 
corresponding estimates for the main groups, covering about 
three-quarters of all consumers’ purchases, are: fuel and elec- 
tricity, 110%; clothing, footwear, housing, 100%; food, 90%; 
drink, tobacco, household goods, 80°; motor vehicles and their 
operation, 20%.) It is not without interest that a crude compari- 
son of the total pre-war value of consumers’ purchases per head 
in the two countries, converting dollars into pounds at the 1938 
rate of exchange (and allowing for the small change in American 
prices between 1938 and 1939), gives a similar result—about 84% ; 
perhaps the pre-war market rate of exchange was not such a bad 
conversion factor, after all. 

The Report represents an encouraging advance in international 
statistical co-operation. It also shows a greater readiness than 
hitherto, on the part of our own Government statisticians at 
least, to depart from statistical purity, and give to the public 
the results of their intelligent guess-work and judgment—surely 
a desirable development, provided the assumptions and methods 
of calculation are fully set out. Thus, in this Report they have 
ventured into the field not only of temporal, but also of inter- 
national comparisons of real consumption. They have given us 
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indices of total munitions production, and compared the total 
volume of munitions produced in the three countries (the estimated 
ratios for 1943 are roughly: U.S.: U.K. = 4:1; U.K.: Canada 
= 65:1). It is perhaps a pity that they did not feel able to go a 
step farther, and compare the changes in the real national in- 
comes (except in the case of the United States and Canada), 
and in their constituent parts—consumption, war product, 
investment. This would have rounded off the quantitative 
comparison of the “ impact of the war on civilian consumption ”’ 
in the three countries. 

A good deal of statistical material has now been published 
about our war losses—losses of consumption, of overseas assets, 
of houses, of lives, and so on; and these have been compared 
with the losses of some of our allies. It is important that the 
world, both of to-day and of to-morrow, should realise, not only 
how: much we suffered, but also how much we contributed to 
victory. The excellent publication entitled Statistics Relating to 
the War Effort of the United Kingdom was an important step 
in the right direction, but, like most other such publications, 
it scrupulously eschewed international comparisons. The Report 
on civilian consumption has shown that statistical comparisons 
can be presented in a manner that is not odious. Could not the 
same thing be done for war efforts? It can be estimated from 
figures given in the Report under review that, per head of the 
population, our output of munitions during the war was roughly 
the same as that of the United States, while the man-years 
served in our Armed Forces were about twice as numerous; 
so that we should not come badly out of the comparison. A joint 
report which set out dispassionately, side by side, for the United 
States and the various countries of the Empire, the main statistical 
facts about war production, international aid, and military 
efforts in the various theatres, on land, on sea and in the air, 
would be invaluable not only to the statistician and the historian, 
but as a contribution to international! understanding. 

G. D. A. MacDouGaLL 

Wadham College, 

Oxford. 
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The Economics of Peace. By KENNETH E. BouLpiIne. (New 
York : Prentice-Hall, Inc., 1945. Pp. vii + 278. $3.75.) 


Mr. Bovutprne has written a valuable contribution to simpler 
economics. He discusses the problems of reconstruction and 
reform so as to resolve the main perplexities of the ordinary man, 
and shows a vigour, directness and freedom from jargon that 
make his book extremely readable. 

The first section—‘‘ The Economics of Reconstruction ’”—is 
admirable. The argument is in general terms, demonstrating 
how the essence of the problem lies in the rapid replacement of 
capital losses, and illustrating how these losses may lead to famine 
and inflation. At the same time, the general argument is re- 
inforced by the lessons of experience after the war of 1914-18, 
and is brought to bear, in the most concrete way, on the problems 
with which Europe is now grappling. 

Especially in dealing with agriculture, Mr. Boulding knows 
exactly what to emphasise, what to warn us against, and what to 
recommend. ‘The year after the war,” he predicts, “‘ may very 
well see a famine greater than that of 1919,” and he goes on to 
urge the planning of a relief programme covering at least five or 
six years. He foresees, with considerable accuracy, the impedi- 
ments to agricultural recovery in Europe: the shortage of 
fertilisers (phosphates are described as “ the Kingpin of European 
reconstruction ”’); the depletion of farm equipment and the lack 
of fuel to make full use of it ; the decline in live stock ; the shortage 
of feeding-stuffs; and the difficulty of inducing the farmers to 
grow and sell food when the towns have little or nothing to offer 
in return. It is in fact astonishing how much the problems of 
physical reconstruction in 1946 have in common with the similar 
problems that arose in 1919. 

The second, and larger, part of the book—‘“ The Economics of 
Reform ’’—falls into two sections: in the first, Mr. Boulding 
discusses economic progress, poverty, unemployment and inter- 
national trade, and in the second, he shies a number of bricks, 
with some dexterity, at a row of Aunt Sallies labelled “ Right- 
Wing Illusions” and “ Left-Wing Illusions.” It may be of 
interest to British readers to learn that there is no mention what- 
ever in this section of “ nationalisation.” 

In his proposals for a full-employment policy—the most 
controversial part of the first of these sections—Mr. Boulding 
relies mainly on an “‘ adjustable tax plan.” ‘‘ Only by appropriate 
manipulations of Governmental expenditure and receipts,” he 
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says, ‘can money income be stabilised and general depressions 
abolished.”” He does not favour public works because such 
expenditures should, in his judgment, “ be determined on their 
own merits, and not with a view to their effects on money income.” 
He also appears to hold a similar view of expenditure on the 
social services : it is curious that, for all his emphasis on the need 
to subsidise consumption, he should confine his discussion of the 
social services to a single sentence suggesting that “it may be 
possible to encourage consumption directly, by direct subsidy or 
gift—for example, the distribution of milk to children, school 
meals, free education, the food stamp plan, and the like.” Apart 
from various measures designed to encourage private investment, 
adjustments in fiscal policy are conceived of almost exclusively 
in terms of variations in rates of taxation. 

One would expect to find so important an expedient related 
both to the dimensions of the problem to be solved and to the 
administrative machinery necessary to bring the plan into 
operation. Mr. Boulding shows some reluctance—not unnatural 
in a book of this kind—to become involved in statistics and 
administrative detail. But if we are to judge what can be 
accomplished by tax adjustments, we ought to have some idea 
of the limits of tax adjustment compared with the probable 
limits to the variations in investment that fall to be controlled. 
We ought also to know whether the taxes to be varied are such 
that the expenditure of taxpayers would respond rapidly to tax 
concessions, and whether these concessions could become operative 
as soon as the need arose to make them, or whether they would 
have to wait for the next budget. Finally, we ought to know 
upon whom it would rest to determine the current rate of tax and 
how this responsibility would be brought under Parliamentary 
control. On most of these points Mr. Boulding is silent. 

He does, however, consider the more obvious objections to 
his plan. He is at pains to reassure the conservatives who fear a 
continuous rise in the national debt; and takes rather less trouble 
to reassure the radicals who fear that the means are insufficient 
to the end proposed and inconsistent with a policy of income re- 
distribution. But he does not sound very convincing except on 
an assumption which he himself challenges elsewhere: namely, 
that investment can be expected to oscillate round what is needed 
for full employment, and that there is no chronic deficiency of 
investment opportunities in relation to habits of thrift. If, as he 
suggests, we are in sight of the stationary state where savings are 
nil, can we be confident that “ situations in which large reductions 
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in taxes are necessary are unlikely to occur very often”? In such 
a situation, is tax remission the right instrument for combating 
deflation ? 

Mr. Boulding gives no clear answer to this objection. He 
allows the possibility that taxation may sometimes have to be 
negative. But he clearly attaches little importance to this since 
he has just argued that “if an adjustable tax plan were in 
operation, it is likely that the adjustments that actually had to 
be made would be relatively small, for if people knew that deflation 
or inflation would both be prevented, they would not expect 
deflations or inflations, and. . . it is the expectation of price and 
income movements which is the main factor in causing them.” 
It looks as if some of the confusion was due to a desire to hunt 
with the neo-Keynesian hares and ride with the Old Pigovian 
hounds ! 

Even the conservatives, for whom the plan has obvious 
attractions, may conclude that Mr. Boulding protests too much 
when he assures them that the plan “ does not necessarily involve 
a perpetual increase in the national debt, even in a persistently 
deflationary situation.’”’ This contention hinges on the fact that 
a budget deficit can be financed by the issue of currency without 
resort to borrowing. But currency is nowadays only an interest- 
free form of debt and its popularity is limited precisely because 
no interest is paid. No substantial Government deficit could be 
financed by the issue of notes. 

When he comes to deal with international trade, Mr. Boulding 
accepts, rather uncritically, the possibility of a revival of foreign 
investment by the United States. The main reason (other than 
desire to assist foreign countries) for recommending large-scale 
investment abroad is the desire to obtain ‘‘a breathing-spell in 
which to perform the vital task of economic education ”’ in the 
need for subsidised consumption, and the fear that this task may 
not be an easy one. “ The rich everywhere fear the rise in the 
standard of life of the poor because they are still thinking in pre- 
technical terms and believe subconsciously that if the poor become 
richer the rich must become poorer.”” However this may be, it is 
easy to show that there is no way out through foreign investment; 
few countries are in a position to borrow from America with any 
real prospect of repayment and the sums involved are anyhow 
small in relation to America’s investment potential. It would 
surely be much easier and more effective to embark on a nation- 
wide programme of slum clearance and re-housing which might 
well reach $10 billion a year. 
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The later parts of the book are trenchant and provocative— 
sometimes needlessly so. Would the skeletons of Belsen agree 
that “there is little in the German treatment of the Jewish 
people that finds no parallel in the American treatment of the 
Indian and the Negro”? Is the difference between the average 
business and the average battalion or bomber station wide enough 
to justify the suggestion that “ the perfect and completely planned 
economy is an army’”’? Is there in fact “‘ no such thing as the 
working class”? And can we believe, after fifty years of 
progressive taxation, that “scarcely any act of government... 
is conceivable which will benefit the working class as a whole at 
the expense of the employing class as a whole ”’ ? 

Whatever criticisms one may offer, this is a most able exposition 
of current problems and ideas and exactly suited to the needs of 
the layman unfamiliar with technical economics. 


ALEC CAIRNCROSS 
London. 


International Investment and Domestic Welfare. By Norman S&S. 
Bucuanan. (New York: Henry Holt and Co., 1945. 
Pp. xvi + 249. $2.75.) 


THE American predicament is only too familiar to us: how 
to live 50% better than before. Never has there been such 
a panic over an embarrassment of riches. It is a panic which 
is felt not only in America, but in every other country whose 
trade responds to the vagaries of the American market. Yet 
most of those countries are in a very different predicament : how 
to recover pre-war standards of living or achieve the standards 
of an industrialised community. They are as much embarrassed 
by lack of capital as America by the prospect of a surplus. It is 
natural, therefore, to consider whether this mutual embarrassment 
might be turned to mutual advantage through the use of American 
capital for reconstruction and industrialisation overseas. 

This is the problem to which Professor Buchanan addresses 
himself. He shows conclusively that the scope for foreign invest- 
ment on commercial terms in limited, that the direct advantage 
to America would be slight, that unless investment were on a 
steadily rising scale, any expansion in the export trades would 
be short-lived, and that the service and eventual repayment of 
the loans, even if tariffs were lowered, would be no easy matter. 
With these propositions, which are argued with great force and 
lucidity, no one can quarrel who takes the trouble to study 
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Professor Buchanan’s book. He has undoubtedly provided a 
useful corrective to much wishful thinking on both sides of the 
Atlantic. 

The conclusions at which he arrives are not incompatible with 
a desire to offer American assistance to foreign countries, especially 
during the critical years of relief and reconstruction. Professor 
Buchanan supports American participation in the International 
Bank and the International Monetary Fund and confines his 
admonition to caution to loans in excess of American commitments 
to these institutions. He appreciates the special difficulties of 
‘Great Britain and expresses broad agreement with a policy of 
offering “‘ tangible assistance.” He does not rule out gifts to 
other countries or loans on non-commercial terms. He would 
like to see “‘a systematic lowering of the American tariff to 
discover the absorptive capacity of the American market for 
foreign goods and services”: emphasising that unless this is 
done immediately after the war, the opportunity to effect a 
reduction may be lost and not return. Finally, he draws attention 
to the large dollar balances accumulated by foreign countries 
during the war. Counting in the increase in gold held abroad by 
foreigners, he estimates that the rest of the world at the end of 
1944 held the equivalent in dollar funds of $10 billion, more than 
five times total American exports in 1937. For most countries, 
therefore, there should be no danger of an immediate dollar famine. 

Professor Buchanan’s views are based on an analysis that 
is admirably concrete. He starts by looking at things from the 
borrower’s point of view, and shows how reconstruction and 
industralisation both hinge on the accumulation of capital. This 
is an extremely stimulating discussion from the point of view of 
the theory of capital as well as of international trade. How much 
less academic the theory of capital would be if economists kept 
firmly in mind two of the many interesting points arising from 
the statistics quoted here: first, that in America commercial 
and industrial equipment (other than buildings) amounts to only 
8% of total capital (excluding land) and is not much more than 
twice farm capital (including live stock but excluding land and 
buildings); and second, that buildings (including railway track) 
are over half the total capital of America (45% in 1920 and 56% 
in 1938)! And how much more adequate, outside America, are 
the statistics of income than of capital! In a gallant attempt to 
estimate the probable arrears of maintenance in Europe, Pro- 
fessor Buchanan tries to establish normal relationships between 
maintenance, replacements and stock of capital but is forced to 
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make do with American statistics for lack of comparable data for 
European countries. 

Professor Buchanan reminds us that there is generally a 
choice before any country with a standard of living above sub- 
sistence level as soon as it seeks either reconstruction or in- 
dustrialisation: capital for these purposes can generally be 
obtained by belt-tightening or by foreign borrowing and it is 
necessary to decide in what proportion to combine the two. In 
normal circumstances, the country will be under no compulsion 
to finance its programme of development or recovery by foreign 
loans, since only a small part of the loans is likely to be applied 
directly to the purchase of imported equipment, and the major 
part is used as a prop to the standard of living while the work of 
capital construction is proceeding. Willingness to accept short 
rations would generally, therefore, be just as effective. There is 
a further choice between various types of investment, since a 
country in process of recovery may give priority to the replace- 
ment of manufacturing capital and defer the construction of 
dwelling-houses, public buildings, etc. until an improvement in 
the standard of living can be afforded. The technique of belt- 
tightening had not got very far in the heyday of foreign investment 
before the war of 1914-18, and there was no real choice between 
foreign borrowing and the self-discipline of a Spartan standard of 
living in the interests of economic progress. We may yet see the 
balance tilted the other way. 

When Professor Buchanan comes to look at things from the 
point of view of the lender, he recognises that in practice this can 
be taken to mean the United States, since few other countries 
are able or willing té lend abroad. He recognises also that it is 
impossible to consider the flow of capital in isolation from the 
flow of trade and that the future of world trade, equally with 
foreign lending, will be governed mainly by American policy. As 
he points out, “‘ a prompt lowering of the American tariff coupled 
with the announced intention to maintain income and employ- 
ment in the United States at a high level by policies directed 
towards increasing investment and world trade would have a 
marked influence upon the policies adopted by other countries 
that now hang in doubtful hesitation between self-sufficiency and 
participation in world trade as the objectives of commercial 
policy.” If America fails to achieve a stable national income at 
a level that means full employment for her workers, and maintains 
her tariffs against manufactured imports, other countries will 
have no option but to prepare for a dollar famine and a breakdown 
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of multilateral trade. Such preparations would hardly be likely 
to involve extensive borrowings from the United States except 
on conditions that made repayment little more than a nominal 
obligation. 

One minor criticism of Professor Buchanan’s analysis may be 
offered. He argues at some length that home investment is more 
beneficial to employment than foreign investment because it 
“concentrates spending in the capital goods industries directly 
where the primary employment effect is likely to be greater and 
where the dangers of a slump developing are most acute.” If 
one could not equate exports and foreign lending, this would be 
unexceptionable. But if there is normally such a keen demand for 
American goods that foreign lending is the limiting factor to 
exports and the two can be equated, what then? America will 
be offered the choice between finding some further investment 
opportunities at home and accepting a series of invitations to 
sustain investment overseas. The acceptance of these invitations 
can be depended upon to maintain employment in her export 
trades while she is relieved of the need to expand her capital 
goods industries. The real questions she has to decide are: Will 
foreign investment opportunities be more or less unstable than 
domestic? Will she be able to exercise as much control over the 
one as over the other? And can she hope to find sufficient 
projects for home investment to make it easy to spurn foreign 
borrowers ? 

Although Professor Buchanan is mainly concerned with the 
current American dilemma, what he has to say is of more than 
topical interest. This is one of the best contributions to inter- 
national trade problems that has appeared for some time. 

ALEC CAIRNCROSS 
London. 


A Synthesis of Pure Demand Analysis. By Herman WOLD. 
Three Parts, reprinted from Skandinavisk Aktuarietidskrift, 
1933-44. (Uppsala: Almqvist and Wiksells. Pp. 33 + 43 
+ 51.) 

Economists with tidy minds and a moderate head for mathe- 
matics will enjoy these three pamphlets. The author sets out 
clearly and logically, and, thank Heaven, in lucid English, the four 
main theories of demand—the classical utility theory, the “ de- 
mand function’ approach of Cournot, Walras and Cassel, the 
“indifference surface’ approach of Pareto, and the ‘‘ marginal 
substitution ’’ theory of Hicks and Allen. He then shows that 
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the demand function and marginal substitution theories are self- 
contradictory unless certain mathematical “ integrability con- 
ditions ’’ are fulfilled; but that when these conditions are fulfilled, 
the three non-utilitarian theories are equivalent, no one being 
more general than the others. Each one is therefore deducible 
from either of the others, and each one implies the existence of 
an index function which corresponds to the classical “ utility.” 

This synthesis is important, since non-mathematical economists 
have tended to believe that one or other of the theories bears the 
Imprimatur of the mathematicians. The choice between the 
theories must now be made on non-mathematical grounds; 
and perhaps especially on the closeness of their fundamental 
axioms to observed economic life, and their ease of verbal ex- 
position. The utility theory remains the simplest to explain, 
but can be rejected because of its axiom “ The consumer is able 
to measure every budget alternative in terms of utility.” The 
balance between the other theories seems very even. 

The second pamphlet gives a rigorous development of the 
theory of indifference maps, of interest mainly to the experts, 
who will appreciate the completeness of the exposition of demand 
theory provided. Part III passes from the theory of individual 
demand to that of market demand, and then proceeds to derive 
certain properties of price- and income-elasticities. Most of these 
are already known, but it is valuable to have them brought 
together in a systematic manner. An appendix inquires how far 
elasticities found from budget or time-series data will comply 
with the inter-relations which pure theory shows to be necessary. 
Unfortunately, at this point results are quoted without proof 
from a paper of Wold’s in Swedish. This apparently shows that 
the results obtained from a linear regression analysis will be self- 
contradictory unless a simple regression with demand as the 
dependent variable is taken. The simplest method remains better 
than its more specialised rivals. 

The three parts bristle with Sections, Remarks, Theorems, 
Lemmas, Corollaries and Equations, all neatly numbered; and 
in the later stages there are far too many references back to earlier 
results for the reader to be comfortable. But, though Wold 
may not provide the experts with many surprises, he has made 
a valuable attempt to clear the mind of the ordinary economist 
of misconceptions on an important matter. 

CHARLES F. Carter 
St. John’s College, 


Cambridge. 
No. 222.—vo.. LvI. 
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Design of Accounts. By F.Sewett Bray and H. Basi SHeEassy, 
(Oxford University Press, for the Incorporated Accountants’ 
Research Committee, 1944. Pp. viii + 200. 12s. 6d.) 


Tuts is a forward-looking book which reflects credit alike on 
its authors and on the Society of Incorporated Accountants and 
Auditors for whose Research Committee it was published. It is 
largely composed of specimen forms of accounts and balance- 
sheets for different types of economic entity designed to satisfy 
the principles set out in the first chapter. These are mainly 
directed to facilitating the interpretation of accounting material, 
The authors bring out the public interest in well-designed account- 
ing records and commend the view “ that the control of business 
enterprises conducted in the form of public companies requires 
the publication of adequate and intelligible accounts and that 
this is but one return for the privilege of limited liability.”” They 
discern a relatively uniform basis of design common to all financial 
accounts without countenancing the imposition of a rigid form, 
and they stress the need to bring accounts as near to truth as 
possible without minimising the practical difficulties of laying 
down objective criteria in respect of valuations and the like. 

The principles of design are summarised as follows. A 
financial statement should be (a) clear, (b) arranged in groups 
under headings, (c) unambiguous, (d) useful in facilitating com- 
parisons and (e) in compliance with statutory requirements. 
These are principles with which all economists will agree, and, 
as can be seen from the specimen accounts of this book, our 
knowledge of economic structure and change would be enormously 
increased if accounts were habitually kept and published on the 
lines laid down by the authors. 

From the standpoint of public interest I would like to suggest 
two further principles which may go beyond what is acceptable 
to many members of the accounting profession, but ought, I feel 
sure, to be kept in mind by all accountants interested in the 
wider usefulness of their labours. My first additional principle 
is that accounts should contain a certain minimum of information 
necessary to enable basic economic measures to be constructed 
from them; my second is that as far as possible accounts should 
reflect the transactions of the economic entity in question with 
each of the other principal sectors of the economic system in 
which it is situated. 

My reason for introducing these additional principles arises 
from experience in estimating national income and expenditure. 
Stress is rightly laid nowadays on the interrelatedness of different 
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national aggregates such as private outlay, national income and 
gross national product, and the most satisfactory way both of 
ensuring consistency of definition and of expounding the con- 
nection between the different totals is to set up an accounting 
framework for the whole system, to develop what Hicks has 
termed social accounting. This involves deciding what account- 
ing entities shall be distinguished, what types of account they 
shall keep, and what types of transaction shall be kept separate. 
In putting the figures into such a framework use must be made 
of innumerable statistical and financial sources. Accounting 
material as it is made available at present can rarely be used 
except in certain cases, such as public utilities where detailed 
records on a common basis, at least for different types of utility, 
are required to be published by Jaw. Accountants can greatly 
assist economists and economic statisticians by putting the weight 
of their authority behind the demand for the publication of more 
complete and more precisely defined accounting records. 

In their discussion of the interpretation of accounts the 
authors concern themselves mainly with a description of account- 
ing ratios such as the ratio of net income to capital. While the 
general object of such calculations is clear, it seems likely that 
they would provide only an approximate guide, since they involve 
a very simple relationship between two magnitudes, and would 
throw little or no light on the causes of observed changes. I am 
reminded, with some amusement, of an incident some years ago, 
when I was being shown the uses of different calculating machines 
by a mathematical statistician. ‘‘ As an economist,” he said, 
“you will be interested, apart from addition, in the calculation 
of percentages. Miss Smith, show our visitor how well this 
machine is adapted to such calculations.” No doubt when 
putting over a new idea it is well to begin at the beginning, and 
no doubt ratios are useful, but it would be surprising if one 
could get very far with them in the interpretation problems 
with which the authors are concerned, any more than one can in 
the case of similar problems studied by economists. An interest- 
ing example of the next step in investigating this borderland of 
accountancy, economics and statistics is provided by Mr. Lyle’s 
recent application of statistical methods to accounting data in 
his Regression Analysis of Production Costs and Factory Opera- 
tions. It would also be of interest to see an empirical study 
into the reliability of simple ratios for the purposes for which 
they are used. The authors stress the caution that is needed in 
drawing valid conclusions. 
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Attention must be drawn to a more recent article in Account- 
ancy (August 1945) by the two authors setting out a form of 
balance-sheet and accounts which meet the recommendations of 
the Cohen Committee on Company Law Amendment. The speed 
with which this appeared after the publication of the Committee’s 
Report compares very favourably with the regrettable sloth of 
the reviewer. 

RICHARD STONE 
Department of Applied Economics, 
Cambridge. 


Change No. 6. Britain and Her Birth-Rate. An Advertising Ser- 
vice Guild Report Conducted by Mass-Observation. (London: 
John Murray, 1945. Pp. 244. 21s.) 


POPULATION experts have provided nvmerous statistics and 
theories about the cause and cure of Britain’s falling birth-rate. 
It has remained for Mass-Observation to go to the root of 
the matter and seek information from women themselves—the 
mothers and potential mothers who will decide within broad limits 
which way the population trends are to go. 

Britain and Her Birth-Rate marks a departure from previous 
Mass-Observation Reports, which aimed simply at collecting and 
collating representative opinions. “‘ The angle of approach,” the 
authors admit, “‘ is frankly partisan. Mass-Observation has lined 
up with those who do not want the English people to disappear.” 

As protagonists of a rising birth-rate, the authors devote the 
early section of their Report to a re-statement of population 
statistics, reviewing what is happening now, and growing a little 
hysterical in prophesying what may happen in the future. They 
seem to consider that unless the past high reproductive rate can 
be recovered and maintained, there will be no hope of arresting 
the declining birth-rate and stabilising it at a more modest figure. 

The Report is certainly one of the most important that Mass- 
Observation has undertaken. When the book gets down to 
interviews with mothers, and analysis of all the reasons they 
themselves give for limiting their families, it becomes intensely 
interesting, and so informative that no student of the population 
problem can afford to overlook it. 

Perhaps the most frequently recurring opinion expressed by 
mothers is their wish to do well by their children—better, in fact, 
than their parents were able to do—and the certain conviction 
that the more children there are in the family, the less chance 




















1946] MASS-OBSERVATION : BRITAIN AND HER BIRTH-RATE 287 


there will be for those already born. Older women who have 
reared a large family seem united in advising their daughters to 
restrict the number of their own offspring, while at the same time, 
some of them at any rate, boastfully pride themselves on having 
brought up so many on so little—an achievement which they feel 
few modern women will have to their credit. 

Some of the problems presented seem extremely difficult to 
solve. Women find themselves quite literally enslaved by the 
care of their homes and even two or three children, with never 
an hour of freedom or an opportunity of social relaxation with 
their husbands. Better housing, higher incomes, wider educa- 
tional opportunities, and greater security would undoubtedly 
ease the anxiety of women when they contemplate additions to 
their families; but none of these things can lighten the burden 
imposed upon a mother who has the entire care of her children 
without the advantage of being able to leave the young ones with 
someone else for so much as an hour. Says one mother : 

“‘ Two’s enough for the present, thanks. For one thing I hardly get time 
to put my feet up from when I get up at six-thirty till after the kids are in 
bed at seven. It’s just run, run, run—and the washing !”’ 

Young housewives referred frequently to their fear that they 
would become less attractive to their husbands because they could 
not find time to keep themselves well groomed, and because the daily 
harassment of the domestic scene was making them ill-tempered. 

The evidence culled from the younger housewives makes it 
abundantly clear that the awakening of women which has inspired 
a desire not only to have a share in life’s social pleasures, but to 
participate in activities outside their homes, has been an in- 
fluential factor in the limitation of families. Though the majority 
of wives desire to have a family, they are inclined to stop after 
the first one or two children, when they learn how completely the 
rearing of children absorbs the time and energy of the mother and 
cuts her off from all outside interests. Let some of the mothers 
speak for themselves : 

** There will be no more children [after the first two]. At least not under 
perms social conditions. Reasons: The impossibility of my husband and 
going anywhere together. Excluding our summer holidays . . . we have 
only been out once together in eight and a half years . . . the impossibility 
of attending evening classes. . . . Women’s pa ere meetings have to be 


left at half-time to get home at the same time as the children . . . as for the 
theatre, I’ve forgotten what that’s like.” 

‘This feeling of being ‘ tied’ is universal and universally resented by 
mothers I know. It’s nota case of being all out for a good time—only ‘ all 
work and no play’ for mothers.” 

‘* Neither my husband or I mind the work, but we do mind these constant 
separations and have decided that there will be no more unless parking places 
are instituted for children to be left in safety.’’ 
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Although knowledge of contraceptives is, as Mass-Observation 
points out, far from being universal, those women who have 
learned how to limit their families are apparently determined not 
to accept the unremitting toil involved in rearing many children, 
Any attempt, the authors warn, to forbid the practice of contra- 
ception would be folly, since the only effective remedy lies in a 
change of heart among married couples which will promote the 
desire for more children. Large families to-day are considered old- 
fashioned at best, at worst somehow indecent. (Several women 
mentioned that the Queen had only two children almost in the 
same breath as they said they couldn’t afford more.) 

Pride in large families must somehow be restored, and the 
exacting toil now attached to child-rearing must be relieved 
before the population trends can be made to move upward. 

LELLA SECOR FLORENCE 
Birmingham. 


The Social Problems of an Industrial Civilization. By Ettoy 
Mayo. (Harvard University : Division of Research, Grad- 
uate School of Business Administration, 1945. Pp. xvii + 


150. $2.50.) 


PROFESSOR Mayo is in deadly earnest about the problems 
he discusses, and it is clear how they came to excite his attention. 
The various studies made by the members of the Harvard Busi- 
ness School, in particular the Western Electric studies, brought 
out the great significance of the group in the life and actions of 
the individual worker. When, for example, individual workers 
felt themselves part of a team their productivity increased, and 
their personal outlook and their ability to collaborate changed for 
the better. Placing this fact in a wider context, Professor Mayo 
draws attention to the disruptive effect on social relationships 
of the great pace of modern technical and industrial development. 
Instead of the solid traditional social life of the agricultural 
communities, with change taking place slowly over a_ period, 
industry and occupations now change in importance almost 
overnight. We have moved from an established to an adaptive 
society—a society which demands much greater ability on 
the part of the individual to adapt himself to new circum- 
stances and new relations with other people. Professor 
Mayo sees this ability to adapt oneself to a changing in- 
dustrial and social environment as the most important feature 
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making for ordered and happy life; indeed, necessary if this 
civilisation is to survive. Yet, Mayo argues, we are giving little 
attention to this point in our schools and Universities. “ Students 
are taught logical and lucid expression; they are not taught 

. social skill. . . .” “* Social skill shows itself as a capacity 
to receive communications from others and to respond to the 
attitudes and ideas of others in such fashion as to promote con- 
genial participation in a common task.’’ Professor Mayo agrees 
that it is not easy to teach social skill and more attention should 
be given to this point: he sees the interviewing process as an 
important aid. He believes that “ social study should begin with a 
careful observation of what may be termed communication; 
that is, the capacity of an individual to communicate his feelings 
and ideas to another, the capacity of groups to communicate 
effectively and intimately with each other.” 

Put in simpler words, Professor Mayo is saying that the world 
would be a much better place if everybody got on with everybody 
else and the various groups always reconciled their interests. 
Rapid industrialisation and technical change undoubtedly com- 
plicate and disrupt the lives of individuals, but by no means 
all the social misfits or problem cases have an industrial origin. 
Insufficient account is taken of the improved aids to getting 
on with each other, for industrialisation brings ease of com- 
munication and standardisation of language and ideas. The G.I. 
brides will probably find it much easier to get on with the natives 
of the United States than did the early Pilgrim Fathers. 

During the course of the book Professor Mayo has a deal to 
say about the present state of the social sciences. He complains, 
quite rightly, of the great lack of realistic (he calls it clinical) 
research ; of the imposing facades of general principles and social 
philosophies erected with insufficient basic field-work. He de- 
votes a substantial part of the book, and perhaps the most inter- 
esting part, to an exposition of the “ clinical ’’ methods used by 
himself and his colleagues, and shows the kind of results which 
can be obtained. When dealing with particular branches of the 
social sciences one would expect him to devote most of his atten- 
tion and criticism to individual and social psychology and socio- 
logy, as being most bound up with his general thesis. Instead he 
concentrates almost wholly on economic theory, with political 
theory next on the list. And all because, in his view, economic 
and political theory as at present taught lead to what he calls 
the rabble hypothesis—“ We have an economics that postulates 
a disorganized rabble of individuals competing for scarce goods; 
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and a politics that postulates a ‘community of individuals’ 
ruled by a sovereign State.” 

It would perhaps be more charitable to draw a veil over this 
aspect of the book. One example will be sufficient: he is con- 
stantly confusing scarce means in the economic sense with scarcity 
in the famine sense. It is distressing that an individual so emin- 
ent in his own particular field, and with a contribution to make 
to the social sciences in general, should show such little under- 
standing of the ideas and developments in other fields. Clearly 
we need far more ‘‘ communication ’”’ between people working in 
different branches of the social sciences. 

D. N. CHESTER 


Oxford. 


A History of Banking Theory in Great Britain and the United 
States. By Liuoyp W. Mints. (Chicago: University of 
Chicago Press, 1945. Pp. 319. 20s.) 


Mr. Mints has explored an interesting and comparatively un- 
familiar by-way in the history of economic thought. Most of 
the numerous works on the development of monetary theory are 
concerned chiefly with the problems which lie at the root of the 
subject, the connection between the quantity of money and 
prices, business activity, employment and the foreign exchanges. 
Mr. Mints, working in a narrower and more technical field, deals 
with specifically banking problems: Does a bank create credit or 
merely re-lend savings? What assets aré most suitable for a 
bank to hold? Should it confine its lending to short-term 
commercial loans, and will this be a safeguard against the over- 
expansion of credit? These questions, together with the relative 
merits of competition and monopoly, free enterprise and State 
control in banking, form the substance of the book. Particular 
stress is laid on what the author calls ‘‘ the real bills doctrine,” 
the claim that a bank should lend wholly or mainly by the discount 
of bills arising out of bona fide commercial transactions He 
vigorously attacks this view, and has no difficulty in showing the 
fallacy of many of the arguments by which it has been supported. 

On these topics Mr. Mints has collected the opinions of a huge 
number of writers, from Potter, Maddison and Child to Keynes, 
Robertson and Hicks. (The bibliography of primary sources 
contains references to well over four hundred authors.) Many of 
the references are necessarily brief——so brief as to amount to little 
more than a catalogue, but the views of the more important 
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writers are usually fully and carefully stated. The monumental 
industry which has gone into the collection of this material is the 
great merit of the book. 

Unfortunately, it suffers from three defects, which have 
seriously impaired its value to this reviewer. First is an unduly 
rigid separation between banking and monetary theory. This is 
apparent, for example, in the discussion of the “ real bills 
doctrine.” The author quotes many statements to the effect 
that by confining discounts to “ real bills ” the banks will avoid 
over-issue; this at once raises the question of what is over-issue, 
and this again the more fundamental one of the causal connection 
between changes in the quantity of money and of prices. Mr. 
Mints discusses the former at some length, the latter hardly at all ; 
hence, though his criticism is very trenchant as far as it goes, it 
seems lacking in depth. 

The second defect is one of historical method. One may 
approach the history of economic thought by studying the back- 
ground, both personal and general, of one’s writers, and using the 
imagination in an effort to follow the working of their minds as 
they grappled with the problems of their day. Alternatively, one 
may approach the past from the standpoint of the present, tracing 
the genesis and growth of modern ideas in former times. The 
first is the more sympathetic method, and, indeed, the only one 
which can lead to a really intimate knowledge and understanding 
of a great writer; on the other hand, the student who concentrates 
exclusively on this, and fails to relate his results to the general 
development of thought, will find his work of only antiquarian 
interest. It takes a very cunning alchemy to combine the two 
elements in just the right proportions, and Mr. Mints does not 
attempt the task. His work is an extreme example of our second 
method of approach. He has a set of questions, to which he 
knows the answers, and his four hundred victims are made to 
undergo a competitive examination, after which they receive 
their due measure of praise for “ correct” and blame for “ in- 
correct’ replies. The marks are generally very low, and the 
examiner’s reports extremely acid, but one wonders if this is not 
due as much to the nature of the test as to the incompetence of 
the examinees. 

Since he uses this method of approach, we might expect Mr. 
Mints to present us somewhere with his own model answers, a 
clear and consistent body of doctrine against which to expose the 
confusions and contradictions of his predecessors. The state- 
ments of his own views are, however, fragmentary and un- 
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convincing. We gather that he is an adherent of the quantity 
theory of money, though in a somewhat refined form, for he cites, 
apparently with approval, the statement that anything which can 
be substituted for money in cash balances will increase the 
velocity of circulation of hand-to-hand currency and deposits, 
and so raise prices, even though it may not circulate as a means of 
payment (p. 257). He believes that the control of the trade 
cycle is primarily a matter of monetary policy (pp. 12, 275, 280). 
He has little faith in the rate of interest as an influence on economic 
activity, but how a change in the quantity of money can affect 
activity and prices other than through the rate of interest he gives 
no hint. His suggestions for banking reform, very briefly made, 
include the elimination of “the major portion” of short-term 
debt, both commercial and Government, the abolition of fractional 
reserve banking or “ if this is impractical ”’ the restriction of bank 
assets to long-term debts and equities (p. 222). 

To sum up, a great deal of excellent preliminary work has 
failed to produce a really satisfactory book, owing to poor historical 
method and a defective theoretical background. 

E. Victor Morcan 
University College of Swansea. 


The Economic Mind in American Civilization, 1606-1865. By 
JosEPH DorrMan. (New York: Viking Press, 1946. 
Two vols. Pp. xii + 987 + lv. $7.50.) 


THESE are the first two volumes of what promises to be a most 
elaborate and valuable history of the growth of economic doctrines 
and the course of economic controversies in America. It is nota 
“ history of economic thought ” of the standard type. First of 
all, Professor Dorfman is less concerned with the elegance or 
cogency of argument of the writers he discusses than with their 
representative character. There are here many dull, far from 
acute, often highly tendencious and dishonest controversialists 
who yet fully earn their place, since their historical réle casts light 
on the economic problems of the age and on the public opinion 
of the “educated” classes. Secondly, Professor Dorfman is 
concerned with political economy, not with economics in its 
modern technical sense. Many of his most interesting and 
important writers devoted their efforts to political as much as to 
purely economic questions. It was, in fact, impossible to separate 
the two; most of the concrete problems from which the theoretical 
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discussions arose were highly political in character; land policy, 
control of the currency, control of wages by law, the old colonial 
system, the powers of the new federal government over banking 
and tariffs, ‘‘ internal improvements,” slavery—all of these were 
problems in political economy. The tracts and treatises that 
poured out on such topics were no more exercises in academic 
objectivity than was Hamilton’s Report on Manufactures, or The 
Federalist, or a judgment of John Marshall or Roger Taney. 
This occasional character does not detract from the interest of the 
voluminous literature which Professor Dorfman has examined 
with such prodigious industry and such a high degree of 
objectivity. But his writers, even the ablest of them, were in 
general not attempting to do what Adam Smith and his successors 
tried todo. Indeed, one might say especially the ablest of them. 
The academic economists of the colleges were inhibited by the 
great names first of Adam Smith (or Say), then of Ricardo, then, 
though less decisively, of Mill. They were popularisers and 
adapters, and where they wrote semi-heretical formal treatises 
like that of the younger Carey, they were concerned to refute or 
correct the errors of the great transatlantic masters. These 
they followed closely; indeed, one of the discoveries of this book 
is the immense prestige of Ricardo. His doctrine of rent seemed 
to have special applicability to the problems of American land 
policy, and some speculators tried to make fortunes by the use of 
Ricardian principles. They usually failed, and the successful 
land speculators, John Jacob Astor, Peter Smith and the rest, 
seem to have been mere empirics. 

Yet there were interesting theorists among the propagandists, 
notably Jacob Cardozo and John Rae. But, in general, the 
current political or social problems imposed topics on the 
pamphleteers. And in the colonial period the controversies had, 
in the nature of things, to be limited in scope, since the final 
decision was not in the hands of the public immediately addressed. 
That public, Professor Dorfman points out, was very limited; 
the merchants, the gentry, the nascent professional classes. We 
are not to be deceived by names like “ Agricola”; farmers and 
workmen for controversial purposes were, in real life, merchants, 
lawyers and divines, and the controversies were controversies 
within the same social class. But they were interesting contro- 
versies, allthe same. Imperial policy had to be altered or evaded, 
the growing colonial “ interest’’ unified and (as far as was 
possible) the class structure preserved. That last battle was 
being fought even in the nineteenth century, but obviously, by 
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Jackson’s time, it was a lost cause. But Professor Dorfman does 
not make it quite clear how successful or unsuccessful were the 
efforts of the ruling class in New England to control wages, keep 
the lower orders in their place and, in general, make the new 
settlements fit for John Winthrop and the rest to live in. To do 
that would be to write a history of the American economy, but 
some brief statement of the case would have been welcome. At 
the other end of the book the treatment of currency and other 
questions during the Civil War is not very full. Nascent 
American industrial and finance capitalism had surely more to 
say for itself? There can be few authors of any merit, or even of 
interesting demerit, whom Professor Dorfman has not tracked 
down. But in the nineteenth century, regular periodicals, the 
North American Review and other imitators of the English and 
French reviews, did a good deal to form the public mind; perhaps 
some attention should have been paid to them as well as to 
authors. But it was a stroke of genius to investigate the economic 
ideas of the great McGuffey, the author of the most popular text- 
books in American history. 

Inevitably, there are passages so compressed that it is hard to 
follow the argument, but Professor Dorfman has been very 
successful in making his authors intelligible—more intelligible, 
one suspects, than some of them are in their own works. In- 
evitably, too, the old problem of “influences”? comes up. For 
example, the reader might exaggerate the direct influence of 
Thomas Reid on President Witherspoon. As far as Witherspoon 
was exposed to personal influence, it was to Adam Smith’s, for 
Witherspoon was Minister of Paisley and Moderator of the Synod 
of Glasgow and Ayr while Smith was still at Glasgow. His 
successor, Reid, just overlapped with the last years of Wither- 
spoon’s residence in Scotland. Inno direct sense was Witherspoon 
a pupil of either Smith or Reid. Again, the not very expert reader, 
forgetting that the seventeenth century was an epoch of very 
rapid change, might think of Sir William Petty and Sir Edwin 
Sandys as sharing in much the same climate of opinion. But this 
very ambitious effort has not o’erleaped itself. The continuation 
should be at least equally interesting and valuable. 

D. W. Brogan 
Peterhouse, 


Cambridge. 
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Financing American Prosperity: A Symposium of Economists. 
Edited by Paut T. Homan and Fritz Macaiup. (New 
York: The Twentieth Century Fund, 1945. Pp. xi + 508. 
$3.00.) 


Srx highly selected candidates (Anderson, Clark, Ellis, Hansen, 
Slichter and Williams), each a Professor of Economics, were set a 
paper on the future of business in the U.S.A. The questions are 
reproduced in Professor Homan’s Introduction, and although no 
choice was offered, a considerable latitude in interpretation was 
allowed. The result is this collection of 60- to 70-page essays, 
expressing opinions varying from Professor Anderson’s rugged 
reaffirmation of the extreme classical position that supply creates 
its own demand and that the best Government plan is that which 
plans least, to Professor Hansen’s outright statement of the 
contrary opinion. For those readers who are intimidated by 
400 closely printed, well-footnoted pages, there is Professor 
Machlup’s excellent concluding Summary, in which he quotes 
chapter and verse from each essayist. He has also done us the 
additional service of appending a synoptic table giving the 
contributors’ opinions on 150 or more detailed economic policies, 
classed under the heads of Fiscal Policy, Taxation, Credit Policy, 
Price Control and Rationing, Anti-Monopoly Policy, Wage Policy, 
Social Security and Life Insurance, Housing, Research and 
Patents, Commercial Policy, and International Finance. 

With the one exception of Professor Anderson, who regards 
the late Lord Keynes as “a dangerously unsound thinker,” the 
contributors all accept the general series of propositions which, 
in Great Britain at least, are derived from T'he General Theory of 
Employment, Interest and Money. Each contributor writes with 
two disturbing facts in mind—first, that conditions of boom had 
already begun to manifest themselves (in the U.S.A.) as early as 
1940, although there were in that year no fewer than 6 million 
unemployed by one count and 8-6 by another; and second, that 
the expansion of U.S. production during the War to double its 
previous peace-time maximum was almost wholly dependant 
upon the increase of federal expenditure. The essayists had to 
consider what would take the place of this vast outlay in the 
immediate future, and how the U.S. economy could best be 
stabilised in the long period at a satisfactorily high level of income 
and employment. Some contributors open with a preliminary 
definition of ‘‘ full employment ”’—a float of 3 million unemployed 
seems to be the accepted minimum; and Professors Clark and 
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Williams both think that “ full employment ” can be purchased 
at too high a cost, the latter in particular expressing a doubt 
as to whether Sir William Beveridge’s society can really be 
“ free ”’ | 

Discussion of the probable condition of U.S. business during 
the transition period from War to Peace really boils down to 
prediction—how large is the demand for consumption and 
investment goods postponed by the War; and how liquid the 
assets in which it has been preserved. The contributors, though 
hardly unanimous on the means, yet seem generally satisfied 
both that an adequate demand has accumulated, and that it can 
be released on terms which would avoid danger of serious inflation. 
The question of America’s industrial stability in the long run 
affords more scope for argument, and here there is naturally the 
greater difference of opinion. Convinced that the maintenance 
of private enterprise should be a foundation of U.S. economic 
policy, the six essayists are concerned with ways of enabling 
private enterprise to sustain high employment and income with- 
out systematic support from Government expenditure. Given 
the degrees of freedom severally suggested—from taxation which 
weighs heavily on new and risky enterprise (the existing tax 
system comes in for some really severe criticism on this score), 
from the burden of a rising public debt, from monopolist 
restrictions, from wage increases leading to distorted cost-price 
structures and so on—there is a general consensus that private 
enterprise, possibly supported by a stimulation of consumption, 
will be equal to the task of producing and disposing of a gross 
national product at least twice as great as that realised before the 
War. The contributors (Professor Anderson excepted) admit the 
case for a cyclical increase of Government expenditure in times of 
depression; but, among the six, Professor Hansen alone considers 
that the investment of the peoples’ savings is going to present an 
“ inescapable ”’ problem in the long run, and only he foresees the 
need for a continuous programme of public investment to maintain 
a steady expansion of the private economy. The others fear, 
with varying degrees of alarm, lest this policy, even if effective, 
should end in private enterprise being squeezed out by public, or 
caused to founder under the load of taxation required for the 
service of the resulting debt. On trade policy, and on the 
future place of the United States in the world, there is a general 
measure of agreement. To British eyes at least, they may seem 
not to appreciate enough the danger that in practice dollars may 
be short; but they are at one in urging lower American tariffs and/ 
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larger American loans, advice which U.S. economists have for 
years been giving to unresponsive Congressmen ! 

The subject is really too wide and the space at the disposal of 
each contributor too limited to allow of an adequate treatment 
of the questions. The essays tend to become expressions of 
opinion, admirable as a means of learning what each contributor 
is thinking, but not well designed as a vehicle of cogent and 
convincing argument. For the European, the collection has the 
additional disadvantage that he gets no clear indication of the 
relative volume of support each authority commands. Not 
indeed until the thirty-seventh footnote of Professor Machlup’s 
concluding Summary do we learn, for example, that Professor 
Hansen enjoys on this important subject the widest following 
among American economists. 

GILBERT WALKER 
Faculty of Commerce and Social Science, 
Birmingham University. 


Price and Related Controls in the United States. By StymMour 
E. Harris. (New York: McGraw Hill Book Co., 1945. 
Pp. xx + 392. $4.00.) 

Price Control and Business. By GEORGE Katona. (Bloomington, 
Ind.: The Principia Press (for the Cowles Commission), 
1945. Pp. xii + 392. $3.00.) 


PricE control in the United States, a country with income 
payments to individuals of the order of $100 billion in 1942, 
an “inflationary gap”’ then estimated at $17 billion, probably 
the greatest diversity of consumer products ever known, and a 
public far from the war fronts and traditionally opposed to Gov- 
ernment controls, is a fascinating subject. These two books 
deal with it on very different scales and with different degrees 
of success. Dr. Seymour Harris attempts to cover the whole 
field, and perhaps inevitably his book is more a collection of in- 
teresting data than a synthesis. Mr. Katona’s book is based on a 
series of prepared interviews with business men in the Chicago 
area between 1942 and 1944, in which they were asked about their 
actual experiences with price control. It is a small but valuable 
contribution not only to this subject, but to the growing literature 
on business behaviour. 

The outstanding experience of American experience in this 
field is the light it throws on the possibilities of a general “‘ freeze ”” 
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of prices. On April 28, 1942, under the General Maximum Price 
Regulation (GMPR), “‘ current prices”’ over the greater part of 
the American civilian economy were made legal maxima by a 
single administrative Act. The hands of the Price Administrator 
were somewhat tied, in that he was specifically prohibited from 
imposing a maximum price on agricultural products lower than 
110% of “ parity,” and had no authority over wages. 

Dr. Harris is critical of GMPR because the conditions for its 
success (or for that of any general freeze) were not present. His 
main arguments can be summarised as follows : 

(1) As a result of the failure (by the War Labour Board, 
not the OPA) to control wages adequately, the excess of disposable 
income over value of consumer goods at current prices caused an 
upward pressure on prices too great to be restrained by price 
control. “‘ Where the inflationary gap is $10 billion, there is 
some hope that price control will do a reasonably good job; 
but where the inflationary gap is $50 billion, the possibility of 
even a moderate success is considerably less ”’ (p. 46). 

(2) Partial price control increases the inflationary pressure 
on the uncontrolled sector of prices: thus a freeze is more likely 
to be successful the wider its range. GMPR did not cover agri- 
’ cultural products, services, books and papers, amusements, 
military supplies, nor imports. “‘ The widespread use of exemp- 
tions of various kinds tends to restrict the effectiveness of price 
control ” (p. 24). 

(3) In so far as the price control authority is unable to control 
all prices, the maintenance of an inflexible ceiling requires the use 
of subsidies. Chapter XVIII is very interesting on subsidies 
generally. The all-pervading controls in Great Britain have some- 
what obscured the economics of the subsidy, which has been 
generally assumed to be anti-inflationary. Not so in the US., 
where it was a major issue between the Administration and an 
unsympathetic Congress. Dr. Harris states the issues and gives 
the conditions for an effective use of subsidies. He concludes: 
“Subsidies are a sine gua non for stabilization of the cost of 
living; when used in conjunction with proper wage, farm, and 
fiscal policies they can ensure stable living costs and wage rates” 
(p. 224). 

Why, then, if the essential conditions for its success were not 
present, was the general “freeze” method employed? The 
answer is that there was no alternative practicable policy. There 
was no time for selective price control; GMPR at one swoop 
provided legal maximum prices for 8 million commodities. It 
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was a price stop pending future action, and has been gradually 
replaced by selective price control, but is still largely operative 
in those sectors of the economy where price differentiation is 
greatest. The freeze technique was most effective for rents, where 
the OPA considers that there has been no increase since 1942. 
Dr. Harris instances the relative homogeneity of the product, the 
absence of “‘ new products,’ and the knowledge of the market 
both by buyers and sellers as conditions favourable to the freeze. 

On the whole, the book gives the impression that it was written 
in a hurry, and that the author (at one time Director of the 
Office of Import—Export Price Control in the OPA) was too close 
to the mass of material. The book is neither an integrated pic- 
ture for the layman, nor sufficiently detached to add very much 
to the understanding of those already familiar with the problems 
of theory or practice. 

Mr. Katona was in charge of a survey carried out for a private 
Committee on Price Control and Rationing, using the facilities 
and personnel of the Cowles Commission at the University of 
Chicago. The method employed was to cross-examine business 
men in a selected field about their own experience of and reactions 
to price regulation. 

The results throw a good deal of light on some of the problems 
glanced at by Dr. Harris. The underlying pressure of more money 
than goods caused all kinds of evasions of the regulations, from 
illegal price increases, quality deterioration (particularly difficult 
to control in America), shifts in merchandise to grades with larger 
profit margins, to the familiar devices of imposing conditions 
of sale (only the good customer gets the scarce goods). Chapter 
XI summarises this part of the inquiries for the whole of the 
two sample inquiries, in each case covering some 450 interviews. 
29% adhered strictly to the regulations, 37% made indirect 
and 34% direct price increases. Adherence was greatest in the 
group of men’s wear retailers, and least for liquor stores. 

Among a vuriety of other topics, there are interesting chapters 
on the relative impact of control on large and small firms (the 
smaller firms could not do the clerical work involved in accurate 
compliance); on the effect of price control on demand (as long 
as prices are expected to remain stable, the propensity to save 
rises with rising incomes); and on the attitude of business men 
to control (as time went on there was more understanding of, 
and support for, the OPA). 

Chapter X XIII, on interviewing as a tool of economic research, 


concludes that this method is important (as the book itself 
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shows), particularly in connection with the motives behind 
business decisions, a field in which economists are at present 
woefully ignorant. It is also made clear that experience of the 
technique is essential. ‘‘ We failed in gathering evidence about 
several important issues because we were not aware of their signi- 
ficance when we embarked on the survey concerned ” (p. 212). 
Oxford economists had the same experience in their Research 
Group just before the war, and will note with pleasure the tribute 
paid by Mr. Katona to the guidance of Professor Marschak, who 
worked with the Group. 

On the whole, both books confirm the view that price control 
in America was astonishingly successful—much more so than most 
people expected would be possible with the instruments available. 
The atmosphere of patriotism is, of course, very important, 
and it remains to be seen what will happen to OPA, now so much 
under fire. It is to be hoped that there will be other works on 


the subject. 
R. L. Haun 


Trinity College, 
Oxford. 


Labor Policy of the Federal Government. By Haroip W. Metz. 
(Washington, D.C.: Brookings Institution. 1945. Pp. 284. 
$2.50). 

ALTHOUGH a Bureau of Labor in the Department of the Interior 

of the U.S.A. was created in 1884 and a separate Department of 

Labor with a Secretary of Cabinet rank has existed since 1913, 

the real growth of Federal labour legislation dates only from 

1933 when the National Industrial Recovery Act was passed by 

Congress. That Act, like many previous attempts by Congress 

at labour legislation, was held unconstitutional. It was soon 

succeeded, however, by the National Labor Relations Act, the 

Social Security Act, the Fair Labor Standards Act and other laws 

which have survived the tests of constitutionality as interpreted 

by a differently constituted Supreme Court. 

The devices—depending mainly on the power of Congress to 
regulate inter-State commerce—by which the Federal Government 
has partially overcome the obstacles to labour legislation of 
national application, the multiplicity of Governmental agencies 
for the regulation of labour conditions which it has seen fit to 
create, the lack of co-ordination between Federal and State 
labour legislation, the varying decisions of Governmental agencies 
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from time to time as their membership changes, and the conflict 
of these decisions with those of Federal and State Courts present 
a confusing picture from which, as the author of this book himself 
states, it is difficult to deduce a coherent and integrated system. 

The book does not deal with social security, which may in the 
future play a greater part in the labour policy of the Federal 
Government, now that both sections of the organised labour 
movement support legislation in this field. It is explained, 
however, that the omission of so important an aspect of labour 
policy is due to the fact that the same publishers are shortly 
bringing out a separate study of social security. The author 
makes no attempt either to explain why, in a country where over 
8 million people are engaged in agriculture, so little of labour 
legislation is applied to this activity. Indeed, his only references 
to agriculture are to note and explain the scope of its exclusion 
from various statutes. Difficulties of enforcement are a common 
excuse in many countries for omission of agriculture from labour 
legislation, but possibly in the U.S.A. not the least of the reasons 
is the traditional hostility of certain States to anything which 
will increase agricultural costs, and the consequent difficulty 
which would have been experienced in passing through the 
Senate, where all States have equal representation, any such 
legislation which did not exempt agriculture. 

The major objective of the labour policy of the Federal 
Government has, as is borne out by statements of Government 
spokesmen which are quoted, been to secure for the workers a 
larger income with shorter hours of work, and was originally 
conceived as an anti-depression measure. One of the main 
methods by which the Federal Government has sought to achieve 
that objective has been to increase the bargaining power of the 
workers by encouraging collective bargaining and, indeed, im- 
posing it upon employers as a statutory duty. The complications 
to which this has led—the difficulty, for example, of deciding 
from an employer’s overt actions whether the state of mind in 
which he negotiates with trade unions constitutes bargaining in 
good faith—are a clear demonstration of the superiority of the 
voluntary acceptance of collective bargaining as achieved in this 
country. The reasons for the failure of the voluntary method in 
the U.S.A. are obscure, and are not discussed in this book. One 
answer is perhaps to be found in the failure of the growth of trade 
unions there to be followed, as it was here, by the growth of 
employers’ associations, the main purpose of which, originally to 
resist the growth of trade unions, has become to bargain collectively 
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with them. Collective bargaining in the U.S.A. still means in 
most cases bargaining between a trade union and an individual 
employer or, at most, a local group of employers, and only rarely 
between a trade union and the employers in an industry as a whole, 

Subject to the omissions which have been noted, this book will 
be of considerable assistance to those who seek a better know- 
ledge of the principal Federal labour legislation and of its inter- 
pretation by Governmental agencies and the Courts. Possibly 
too much emphasis is laid on the activities of the National War 
Labor Board, which are of a passing nature, and a divergence from 
the main current of Government policy. The method adopted 
in the book of analysis under a variety of subject-headings leads 
to constant repetition which may be inevitable; when, however, 
almost identical passages occur in successive paragraphs which 
deal with the same-subject matter, one can only conclude that this 
is the result of inadvertence. A few misprints are singularly 
unfortunate, in that they reverse the sense of the passage entirely, 
as, for example, when it is stated that social security legislation 
was in 1937 held unconstitutional in a case in which in fact its 
constitutionality was upheld. 

H. 8. KirkKaupy 
Queens’ College, 
Cambridge. 


Agriculture in an Unstable Economy. By THEODORE W. ScHULTz. 
(New York: McGraw-Hill, 1945. Pp. xix + 272. $2.75.) 
Tuts is an admirable book, in which modern economic theory 
is brought to bear on the past and present facts of American 
agriculture and a gallant attempt made to forecast numerically 
future trends. Since the factual material is American, the book 
will be of the greatest value to American readers, economists 
and agriculturists and, perhaps above all, those concerned in 
framing agricultural policy. But its usefulness is by no means 
confined to those interested in American economic and agri- 
cultural problems; much of the analysis is equally applicable 
to any industrialised country, and certainly to Great Britain. 
Professor Schultz analyses the relations between agriculture 
and the rest of the economic activities of the nation, in order, 
as he says, to lay the foundations for a national policy for agri- 
culture, which he proceeds to outline in his concluding sections. 
He brings out that the basic causes of the farm problem, the low 
earnings of most farm people and the great instability of income 











oe 5—_ 82a Prec BH Ye SF O™ 


ae 














1946] SCHULTZ: AGRICULTURE IN AN UNSTABLE ECONOMY 303 


from farming, lie less within agriculture than elsewhere in the 
economy. A great part of the analysis is familiar, at any rate 
to economists. But no other book which I know puts it so 
clearly or cogently. 

The argument is compressed, and cannot be adequately 
summarised in a review. Only a few of the salient points can be 
noted. Professor Schultz begins in Part I by analysing the out- 


*look for American agriculture after the war. Agricultural pro- 


duction has increased by a third during the war, in spite of a de- 
cline of from 15% to 20% in the number of people employed 
in agriculture; in America, even more than in this country, 
farmers have been brought to realise the extent to which modern 
machinery can be substituted for labour, not only in crop but in 
livestock production, and not only on large farms and level land, 
and production costs reduced by mechanisation. These figures, 
and others which Professor Schultz gives in his second part, 
demonstrate the extent of under-productive employment in 
American agriculture before the war (Mrs. Robinson’s “ concealed 
unemployment ”’) as unemployed industrial workers were forced 
back to the farms they had left to seek work in cities. 

After the war, unless there is a pronounced inflation, farm prices 
are likely to recede sharply within one year or at the most two 
(Professor Schultz wrote before the recent food crisis). For 
agriculture will stay in full production and demand from over- 
seas countries will fall; this will particularly affect cotton, which 
has remained in surplus supply throughout the war, and the other 
products entering world markets but now in short supply—fats 
and oils, wheat, rice, coffee and sugar. Professor Schultz expects 
the terms of exchange available to farm people to drop by one- 
fourth to one-third from the levels of 1944. 

He proceeds, in Part II, to develop the fundamentals of the 
agricultural problem in an expanding and fluctuating economy. 
In an expanding economy, and one where the reproduction rate is 
considerably larger for the farm than for the non-farm population 
and where labour-saving devices are being introduced as rapidly 
in agriculture as in secondary and tertiary industries taken as a 
whole, only a very rapid increase in output (and hence income) 
outside agriculture will serve to maintain demand and secure 
a rapid enough movement of labour from agriculture to support 
reasonably prosperous farm incomes per head. For, as incomes 
rise, a smaller and smaller proportion of those incomes are spent 
on farm products (after allowing for more services in getting 
food-stuffs to consumers). If the income elasticity for farm pro- 
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ducts is } (which Professor Schultz puts as the most probable 
figure), then, he estimates, the annual rate of increase in non- 
agricultural production must be 4-6% in the first two decades 
after the war, in order to make room for an expansion in agriculture 
of 2% or rather more a year, which he considers to be necessary 
if the old pre-war farm problem is to disappear. The discussion 
of the income elasticity of demand is summary; one would have 


liked a rather fuller analysis of this crucial fraction ; but, whatever’ 


its level, provided (as is certain) it is substantially below 1, the 
nature of the problem, though not its extent, remains unchanged. 

After a brief analysis of the effect of business fluctuations on 
agriculture, and of the probable movements of agricultural 
imports and exports, Professor Schultz proceeds to discuss Govern- 
ment policy for agriculture before and during the war, and to 
outline a desirable policy for the future. He is concerned to 
preserve the essentially competitive nature of agricultural pro- 
duction, and would have the Government step in to help determine 
the correct allocation of resources and to advance general welfare. 

Put very briefly (far too briefly to do justice to the argument), 
his policy would be : first, to encourage the movement of labour 
from farms, develop mobility, education and greater leisure, 
and introduce and improve social services for the farm population; 
secondly, to counteract the instability of farm income, if possible 
by avoiding business depressions and developing farm technology 
to avoid fluctuations in yield, introducing crop insurance and stor- 
age of grain for animal feeds; and, as a second line of defence, 
by subsidising agricultural production if unemployment mounts 
and prices fall, to give returns equal to a percentage (perhaps 
85%) of the price in the previous boom; thirdly, to avoid 
the type of production adjustment intended under the A.A.A. 
policy pre-war (which in any case was largely ineffective except for 
cotton, since, for the remaining crops, though acreage fell, pro- 
duction did not); but to help adjustment in specific types of listed 
cases; and, finally, to establish forward prices, announced in 
advance, designed to secure the socially desirable allocation 
of resources. Prices should not be the goal of policy, but a means 
to secure the right adjustments; especially, the doctrine of parity 
prices, related to levels before the last war, should be abandoned; 
conditions have changed so much that such prices are now entirely 
out of line with requirements. 

RutH CoHEN 
Newnham College, 


Cambridge. 
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World Grain Review and Outlook, 1945. By Hexen C. Farns- 
worTH and V. P. TIMOSHENKO, with a Statistical Appendix 
by Rosamonp H. Perce. (Stanford University: Food 
Research Institute, 1945. Pp. xi + 319. $3.00.) 


Tus volume succeeds the Food Research Institute’s monthly 
Wheat Studies, now discontinued. It provides an admirable 
survey, both world-wide and by principal countries, for food 
grains, especially wheat, and for feed grains. After a brief but 
useful summary of the last fifteen years, the authors analyse in 
detail supplies, trade, consumption for different purposes, prices, 
and administrative action for the crop year 1943-44, and give 
estimates of the outlook for the year 1944-45. The text contains 
some summary tables and a number of excellent charts. The 
main statistical picture is contained in sixty-five invaluable tables 
in an Appendix, which generally cover the years 1928 to 1943 or 
1944. 

The authors have taken such figures as were available when 
they wrote in late 1944, and have supplemented them with 
estimates derived from their long experience in interpreting such 
other indications of the facts as could be obtained. Inevitably, 
at a time when the war-time statistical black-out was only 
beginning to be broken, the statistical picture is incomplete 
for a number of countries. One may hope, therefore, since such 
volumes should be invaluable not only for current use but for 
reference, that any future numbers will summarise such inform- 
ation for earlier years as becomes currently available. 

The authors wrote before the present food crisis developed ; 
they expected, in the absence of crop failures, a fairly early re- 
emergence of wheat surpluses. But they emphasise two develop- 
ments which, combined with the actual disastrous crop failures 
in a number of countries, have helped to produce the crisis. The 
first and most important was the abnormal feeding of wheat to 
live stock, mainly in the United States, where live stock numbers 
in 1943-44 attained a record and where unsuitably high prices 
for hogs relatively to grain encouraged heavy feeding per animal, 
but also in the other main exporting countries, so that in 1943-44 
more wheat was used for animal feed, industrial uses and fuel 
than for human food in the four chief exporting countries taken 
together. The second was the failure to build up grain stocks 
sufficiently in India after the Bengal famine of 1943 (as a result of 
which famine, they estimate, over a million people died). 

The concluding chapter discusses the long-term outlook, both 
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statistically and in the light of possible or probable national and 
international policies. This chapter should be carefully studied 
by all those interested in agricultural policy as a whole, as well as 
by those concerned with the grain outlook and grain policies. 
Dr. Davis, in his Foreword, states that the issue of subsequent 
similar volumes will depend on the reception given to this book. 
It is very much to be hoped that this will become the first of a 
series; for the material that it contains is invaluable to many 
readers. He also asks for suggestions for future volumes. I have 
only two minor ones to make. First, an additional index by 
countries for the Statistical Appendix would be useful. Secondly, 
it is inconvenient, certainly for the British reader, to have the 
British Isles treated as one unit in the Appendix. The supply 
position differs for the United Kingdom and Eire, and the two 
countries are administered by different Governments; separate 
figures are desirable. 
RutH CoHEN 
Newnham College, 
Cambridge. 


University Education and Business. (Cambridge: University 
Press, 1945. Pp. viii-+ 77. 2s. 6d.) 


Just before the war the Cambridge University Appointments 
‘Board inquired into two questions—how well was the University 

equipping students who went into business, and were employers 
using such men as well as possible ? 

The inquiry is important, for 30% of Cambridge graduates 
went into business, rather less than half of them on the scientific 
and technical side. It is a pity that in this inquiry business 
was not defined and subdivided. The only classification is 
“commerce” and “ scientific ’’—the latter largely chemists and 
engineers—though the more important distinction between 
administrative or technical jobs runs across these. The term 
“commerce ”’ covers the City, administration in industry, or 
selling wine and spirits to one’s old friends—employments which 
would seem to require widely differing capacities. 

The evidence was compiled in three ways. Firms known to 
have employed Cambridge graduates were written to, and some- 
thing over a third gave a considered reply. Graduates who had 
gone into business over the past years were asked their opinions, 

and it may be significant that less than a fifth of these were 
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sufficiently interested to reply. Finally, an analysis was made 
of the first jobs taken by those who graduated in 1937 and 1938. 

From this last one can picture the men who go into commerce 
every year. Out of every hundred, four had a First Class Degree, 
though, rather surprisingly, twenty-one were Scholars or Exhibi- 
tioners. The fathers of forty had been in commerce themselves. 
Of the sixty-five who had taken a Tripos, thirty-three had switched 
Triposes. Seven had read only economics, though fifteen more 
had read economics and some other subject (most frequently 
Law). And ona rather arbitrary assessment of social and athletic 
activities the man who went into commerce was less distinguished 
than the future Civil Servant, ranked equally with the doctor and 
the schoolmaster, was more distinguished than the parson, 
soldier, or lawyer. Lowest were the scientists and engineers. 

Why did the Cambridge graduate become a business man ? 
Many of the forty whose fathers were in commerce may have been 
destined from birth to carry on the family business. How many 
went into business because they felt they could not pass the Civil 
Service Examination? How many went into business because 
they would be earning straightaway, because they did not want to 
teach, and could not afford the further years of being trained to 
become a doctor, a lawyer, or an architect? How many decided 
to go into business early in their academic career, for how many was 
it an unpalatable choice reached towards the end of their time 
at Cambridge ? 

There can be little doubt that the prospect of good money is 
important, but what was the result? What was the distribution 
of income ten or twenty years after leaving Cambridge for those 
in business (other than family business) as compared with Civil 
Service or the professions? All these fascinating questions 
may seem outside the sphere set down for this Committee, but 
greatly affect the conclusions reached. 

Under a planned economy, the incipient czar or tycoon in 
business is likely to be supplanted by someone more like a Civil 
Servant, and the contacts between the two groups will be closer ; 
but can the business 4% of Firsts cope with the Civil Service 
20—25%% In any case, the future business man should be as 
well selected and as well trained as possible. The conclusion of the 
Report is that it would not be appropriate to create a School of 
Business Administration at Cambridge. The recent developments 
of the Industrial Staff College and of the proposed British 
Institute of Management both suggest that training for business 
men is better after some experience in business rather than as 
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part of a University course. But this does not make it less 
necessary that business should get its proper share of the best 
people—people who will be most successful and most happy 
in that sort of work. 

What is the work which the business man should do? Even 
for the forty with fathers in commerce there was, I suspect, 
some mystery. For the rest, there seems to be no way of getting 
a clear picture of what the life of the business man is like. Econ- 
omists have not helped. The Marshallian conception of business 
men at work is likely rather to deceive. The business man is 
traditionally inarticulate, and even the Cambridge graduate 
after twenty years (hard or soft?) finds it difficult and embar- 
rassing to explain how he spends his day and justifies his supertax. 
It is suggested at various times in this Report that the potential 
candidate might spend some months, or perhaps a year, in business 
before making his choice and finishing his University training. 
As a background for-the Economics Tripos such experience would 
be valuable, but it could rarely give any insight into the range of 
problems and personalities which can make business so fascinating. 

This Report should be read by those who teach economics. 
Only a third of those who went into commerce read any economics 
(excluding any who read for the ordinary Degree). The arguments 
quoted in favour of a University education (in particular of a 
Cambridge education) are that it teaches one to think clearly and 
to see the difference between facts and opinion. But for the 
majority of commercial jobs economics can do this, and can add 
invaluable background as well. The business man will have to 
acquire some economic know-how sooner or later—why not at 
first? And it would be fascinating to know the converse—what 
proportion of those who read economics went into business and 
what did the rest do? The 1937-38 analysis could give an answer. 

Hueu WEEKS 
Bournville Works. 


Beatrice Webb. By Marcaret Corte. (London: Longmans, 
Green & Co., 1945. Pp.197. 10s. 6d.) | 


Tuis is a fascinating study of one of the most interesting 
personalities of her time. It is brief, eminently readable, and 
inspired both by critical humour and by the affection which 
Beatrice Webb could not fail to command from any worthy 
younger person who came into contact with her. It is not, 
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of course, either a definitive life of Beatrice Webb or a definitive 
account of the Webb partnership and its achievements. The 
time for either of these things, as Mrs. Cole points out, has not 
come. Meanwhile, as a preparation for that, and on its own 
merits, what Mrs. Cole has written here deserves a hearty welcome. 

Different readers, according to their own previous contacts 
with the Webbs, will find special interest and gain fresh light 
at different points of Mrs. Cole’s narrative. One of the most 
interesting points to one reader at least is that emphasised at 
the beginning of Chapter VI, that when Beatrice married it was 
she who resigned her career—if only for a time—and not Sidney ; 
she joined his circle of Fabian friends; he did not join her circle, 
some of whom unreasonably cast her off. But later the balance 
was redressed; in the immense, delightful gathering of June 
1937 at Passfield noted on p. 183, Sidney appeared to have joined 
her family of innumerable Potter descendants; his own family 
was hardly in evidence at all. 

Another interesting point well brought out by Mrs. Cole 
is Beatrice Webb’s original dislike of the Soviet system. This 
made her later conversion to it all the more striking proof of her 
ageless freshness of mind. The conversion was made easier 
by the fact that her early objection to the Soviet system had been 
based on economic rather than on political grounds. 

Yet another characteristic—of both partners—which must 
not be omitted in any account of either is magnanimity. The 
Webbs, as Mrs. Cole says, forgave completely the rather ill- 
natured, though amusing, picture of them in The New Machiavelli ; 
I remember myself a walk with Beatrice round Beachy Head, 
at the time of the founding of the New Statesman, in which she 
dwelt with perfect good humour on H. G. Wells’ description of . 
her as “lacking in muliebrity.”” The Webbs forgave also all 
the hard things which the young Fabians, become Guild Socialists, 
said of them in the years after the First World War; Mrs. Cole’s 
account of this is naturally peculiarly interesting and personal. 

One thing demonstrated by this book is that the definitive 
study, when it comes, must deal with both partners together. 
Again and again, Mrs. Cole in writing of Beatrice has to break off 
to say that in what she is describing at the time—whether London 
Government, or the London School of Economics, or the Labour 
Government—it was Sidney rather than Beatrice who was the 
active partner. And when the story comes to something in which 
Beatrice was in the forefront—the Poor Law Commission of 
1905-9—and did things which only a Commissioner could do, 
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Sidney was there as well. As Mrs. Cole succinctly puts it, the 
Minority Report of the Commission ‘“ which she sponsored 
and Sidney wrote in the country house of Sir Julius Wernher, 
although it had only four signatures, takes rank as one of the great 
State papers of the century.” 

Sidney and Beatrice Webb cannot be divided in biography, 
as they were not divided in life. Yet the human interest of 
their biography will lie largely in distinguishing their comple- 
mentary gifts and characters. As one contribution to this future 
study of characters, I may recount my own first experience of the 
“ joint interview ’’ by the Webbs (which I did not find quite as 
devastating as Mrs. Cole describes it on p. 59). I was bidden to 
luncheon, at 41 Grosvenor Road, in my middle twenties, to talk 
about unemployment, and I made a remark about unemployment. 
Beatrice burst out into an eloquent harangue, refuting, flattening 
out and burying what I had said. At the end of it, to my aston- 
ished comfort, I heard Sidney piping out from his end of the table, 
“ You are right in everything that you say, my dear, but there is 
just this in what Mr. Beveridge says’’; there followed a masterly 
development of what I had tried to say, which Beatrice, of course, 
accepted—from Sidney. I believe that in that story lies perhaps 
one of the secrets of their joint achievement. She had a creative, 
positive, enthusiastic mind rather than a receptive one; he, 
while creative in his own way, was inexhaustibly receptive; 
unfamiliar ideas after her marriage found entry to her mind 
most easily after pre-digestion by Sidney. 

The final study of the Webb partnership, both as one of 
the great forces in recent British history and as a dramatic 
combination of two fine human beings, has still to be made. 
When it comes to be made, it will be fuller and truer, on account 
of the vivid sketch presented by Mrs. Cole in this volume. 

W. H. BEVERIDGE 
Chathill. 


The Development of the Soviet Economic System. By ALEXANDER 
Bayxov. The National Institute of Economic and Social 
Research : Economic and Social Studies No. V. (Cambridge ; 
University Press, 1946. Pp. xv + 514. 30s.) 


At the end of this book, which covers the period from the 
Revolution to the outbreak of war between Russia and Germany, 
is a most valuable bibliography extending over fourteen pages. 
Dr. Baykov explains that it is a selection from the sources he has 
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consulted, intended as a guide for readers who wish to go more 
deeply into questions on which he touches only in general terms. 
Only literature published in the U.S.S.R. has been included, 
and Dr. Baykov maintains that Soviet statistical and other sources 
can be used to analyse the economic development of the U.S.S.R. 
with the same confidence as similar sources elsewhere. I agree 
that they are the only evidence on which any reliance can be 
placed; but would add the qualification that since the beginning 
of the Third Five-Year Plan very little information has been 
published in the form of official statistics, and that isolated figures 
in the Soviet Press are often hard to interpret exactly, even when 
authoritative. More important, however, is that to write this 
book Dr. Baykov has read through an impressive library of original 
source material in Russian, and so added to a native understanding 
of his country’s problems a depth of learning that few other 
workers in this field can begin torival. His book is likely to remain 
a standard work on its subject for some time; and research 
workers will be grateful both for the mass of information which it 
contains, and for the wisdom and fairness of the explanatory 
comments. 

This does not mean that the book is easy to read, for it is 
not. No doubt the author was faced with a difficult choice. 
Having read and digested his sources, he could either publish a 
series of monographs, each of which would contain all the relevant 
material and still have room for an exposition long enough to 
balance the facts and breathe life into them; or he could write a 
general work, whose life and value would be in the development 
of a few main theses, and from which all facts not required for 
this purpose would be rigidly excluded. Dr. Baykov chose the 
general work, and promised in his preface that only those facts 
would be mentioned which must be known in order to understand 
the present-day system and its problems. When it came to the 
point, however, he did not steel himself sufficiently against other 
facts that pleaded for inclusion. For the ordinary reader the 
book contains too much information and too little exposition, 
too much of Dr. Baykov’s knowledge and too little of his wide 
understanding of Russian life, too little yeast and too much 
dough. 

Dr. Baykov might have found it easier to select and order 
his material if he had come down less heavily in favour of an his- 
torical rather than an economic approach. It is difficult to quarrel 
with the decision to split up the book by periods rather than by 
subjects, because the dividing lines between the periods—the 











312 THE ECONOMIC JOURNAL [JUNE 


introduction of the N.E.P., the promulgation of the First Five- 
Year Plan, and the abolition of rationing—are so clearly 
marked. While policies changed, however, the fundamental 
problems with which the Soviet Government were grappling 
did not : how to build up industry at a time when there was an 
acute shortage of skilled labour and managerial staff, and when the 
loyalty of the managerial class to the Government was suspect; 
how to give priority to heavy industry when the standard of living 
was extremely low; how to introduce large-scale farming while 
retaining the support of the poorer peasants; how to maintain 
the exchange of goods for produce between town and country; 
and how to enforce labour discipline and provide adequate 
incentives to work under a socialist economy. These problems 
and their interactions dominate and provide the clue to the changes 
in Soviet policy since the Revolution. Dr. Baykov by no means 
neglects them, but he does not sufficiently emphasise them; 
and it is partly this failure that has made what ought to be an 
exciting story dull. In general, he does not seem to have thought 
out deeply or imaginatively enough to what topics priority should 
be given when describing a planned economy. No justification 
is thought necessary for devoting a fifth of his space to chapters 
entitled “ Public Finance, Credit and Money’’; but he hardly 
mentions the work done by the Commissariats of Finance and State 
Control on comparative cost accounting, which is essential if the 
general level of efficiency in industry is to be raised to that of the 
best enterprises. There is, however, a good final chapter on plan- 
ning, in which the contrast between it and business forecasting 
is effectively stressed, and the impossibility is pointed out of 
planning in detail until machinery exists for obtaining regular 
detailed information on which plans can be based. 

It would not be right if this review were to leave an unfavour- 
able impression of Dr. Baykov’s book. It is required reading 
for specialists in Soviet economics, and others interested in the 
subject will find in it much information that is not readily available 
elsewhere. They must be prepared, however, to work hard at 
digesting this for themselves; for, helpful though the author's 
expository comments almost invariably are, they are not suffici- 
ently unified by a firm grasp of the chief economic factors involved 
to be fully enlightening. 

C. H. P. Grrrorp 
London. 
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Aquinas and Modern Practices of Interest Taking. By Joun P. 
Ketiy. With an Introduction by Cottn CLarK. (Brisbane : 
Aquinas Press, 1945. Pp. 78.) 


THIS is an appetising morsel. Mr. Kelly sets out the canonical 
view of interest with remarkable clarity and an eye on modern 
problems; Mr. Colin Clark in an Introduction relates these tenets 
to Keynesian theory and to his own misgivings concerning the 
burden of National Debts, and, in fine, gives his imprimatur to 
the Church doctrine. The brochure is timely and interesting, and 
may be recommended to economists who are faced to-day with the 
duty of turning these fundamental questions over in their minds 
once again. 

It may be that we are living through the twilight of interest— 
anyhow, in the richer countries. But this does not justify us 
in letting our intellectual insight into the subject be dimmed. 
Economists have been in the habit of charging the medizvalists 
and their post-reformation successors with great confusion on this 
topic, and Mr. Kelly does not convince me that the charge has 
been incorrect. And I have to record that according to my 
understanding even Mr. Colin Clark nods. 

The economic doctrine is that, if waiting is a scarce factor, a 
price should be charged for it to secure its optimum use. It 
may be that waiting will soon no longer be a scarce factor, in the 
sense that enough waiting will be forthcoming at zero interest to 
satisfy all demands arising at zero interest. We should thus 
have reached potentially the condition described by Mr. F. P. 
Ramsey as “ Bliss ” much sooner than he anticipated, dispensing 
with the asymptotic approach, which is required by theory but 
disappears when our line of advance is not a one-dimensional line 
but a path broadened by uncertainty. It may be that we have 
so far been held back from Bliss not by an insufficient propensity 
to save, but by the forces described by Lord Keynes, and 
that some interference by a central authority will be necessary 
to overcome those forces. Some may welcome ecclesiastical 
assistance in the task of converting public opinion to the 
desirability of such interference. It may even be that the 
historian of wide scope will find on looking back that it is the 
general rule for waiting to be a free good and that it is only 
exceptionally a scarce factor. The period from 4.p. 1500 to 2000 
may seem to him quite an abnormal one owing to an unusual 
combination of progress and poverty. 

But it is to be feared that all those happy things will not come 
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about if we accept the confused teachings of S. Thomas and 
Mr. Kelly. Certain awkward adjustments will be necessary if 
gilt-edged interest is to stand at zero, and the canonical confusions 
obscure that necessity. 

First there is the distinction between fungible and other 
goods. S. Thomas, we are told, makes fungibility essential to the 
idea and wrongfulness of interest. An article is fungible when the 
borrower uses it up and repays not the identical article but one 
indistinguishable from it. Money ranks as a fungible good. 
Where the identical good is returned a charge may legitimately 
be exacted for its use during the interval. (It is the fact that the 
fungible good, because consumed outright by the borrower, could 
not have been used in the interval that, according to 8S. Thomas, 
makes the interest charge illegitimate.) Thus we are allowed 
to charge for the bare use (in addition, it is implied, to wear 
and tear and depreciation) of land, a house, etc. Mr. Colin 
Clark himself says that “there is no objection to the receipt of 
rent or hire for the use of houses, land, motor-cars, ships, live 
stock, etc.” The distinction is fallacious and the corollary quite 
impractical. It is impossible to have values existing side by side, 
the hire of some of which may be paid for, while pay for the hire 
of others is not allowed. This was why the prohibition of interest 
was constantly tending to break down. If we did seek to establish 
zero interest, not precariously as in the middle ages, but on a 
firm foundation, no practical difficulty would arise with houses. 
Building-rents would cover depreciation and risk of obsolescence 
and nothing more; there would be no payment for mere use. But 
where, as in the case of land, addition to supply is impossible, 
scarcity rents will remain, and with interest at zero, the capital 
value of land would become infinite. This is an awkward problem. 
We must not be lulled by Mr. Clark’s “ there is no objection.” If 
land has a finite value, can be hired out for rent for a period and 
returned intact at the end, then it will not be logical or possible 
to prevent a similar hiring out of money atarent. The distinction 
based on fungibility is mere nonsense. In Feudal England all 
land was vested in the Crown and commercial dealing was not 
allowed. That was a logical corollary of the prohibition of 
interest. To buy land for a finite price is indistinguishable from 
usury. 

A similar fallacy is contained in the doctrine of extrinsic 
titles arising from lucrum cessans and damnum emergens. If the 
lender could show bona fide that he could have used the money 
for a profitable investment, e.g., for sowing wheat, then he was 
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entitled to charge compensation—in fact, interest. This doctrine 
was naturally very attractive to the Jesuits, when capitalism was 
growing fast, if we believe Pascal’s view that their main object 
was to condone rather than correct irregularities. In fact, of 
course, if interest is sinful, it is equally sinful to make a profit 
out of sowing wheat over and above a refund of the outlay, a 
risk payment and a reward of management. And if a state of 
zero interest were made effective in our society, the price of wheat 
would move to a level at which no such additional profit was 
obtainable. No case of lucrum cessans or damnum emergens 
would arise. 

A quotation from Fr. Dempsey on page 69 seems to suggest 
that if waiting is indeed a scarce factor, the title to damnum 
emergens will arise in every proper case of lending. This is quite 
a logical view. But Mr. Kelly caps the quotation by saying that 
it clearly does not apply in the case of credit creation. And this 
is the last confusion, from which S. Thomas and the Jesuits must 
be exonerated, to which I wish to draw attention. If waiting is 
not a scarce factor, interest payments on lending without risk are 
not justified in any case. If waiting is scarce, they are no less 
justified in the cases of so-called ‘ credit creation ” or of lending 
to the Government than in the other cases. 

Mr. Clark surely goes rather far when he suggests that modern 
investigations show that the rate of interest is without influence 
either on the demand or the supply of capital (p. x). He also 
argues that when there is no more interest on Government loans, 
there will be no more Government borrowing. All future public 
works must be met out of taxation. How then is excess saving 
to be prevented from causing unemployment? Mr. Colin Clark 
implies without stating that the propensity to save is such as 
exactly to balance capital requirements at zero interest. But 
that would be an astonishing coincidence. If the propensity to 
save were less, then we must have some interest to limit demand. 
If the propensity were greater, then at zero interest there would be 
excess saving; some means must be found for preventing its 
causing unemployment and the simplest would be for the Govern- 
ment to raise its expenditure above the proceeds of taxation, 
filling the gap by non-interest-bearing paper. 

R. F. Harrop 


Christ Church, 
Oxford. 
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NOTES AND MEMORANDA 
FiscaL PoLticy AND THE PROPENSITY TO ConsuME—A NOorTE 


Wuttst the columns of the Economic JOURNAL are not the 
right place for a discussion on ethics, I must venture an ethical 
Note on Mr. R. S. Williams’ article bearing the above title in the 
issue of December 1945. 

In deciding that a ‘‘ soak-the-rich ”’ fiscal policy would increase 
the overall propensity to consume, Mr. Williams is probably 
right. But in proposing that heavier taxation should be imposed 
on those in the higher-income brackets in the cause of full employ- 
ment, he is surely advocating a course of Government action 
with moral implications that ought to be considered on their own 
merits. I do not suggest that any system of taxation is ever 
completely logical in its distribution of the burden between 
various ranges of income. Whilst there is a general acceptance 
of the justice of progression, the actual extent of this must neces- 
sarily be somewhat arbitrary. Though the test of ability is not 
precisely quantitative, it is at least impartial, in that its justi- 
fication is not based on the idea that income classes may be 
characterised by specific habits which in fact vary from person 
to person. It seems to me clearly wrong to take these habits 
into account. It involves making every higher-income-class tax- 
payer bear more tax merely because he falls in a class which as a 
whole has the inconvenient habit of not spending enough, irre- 
spective of whether he shares that habit. 

If it is excessive saving which is anti-social (however inno- 
cently undertaken), then it might be legitimate to discourage the 
hoarding of cash-balances by direct action (by negative interest 
or other means proposed by theorists), but it is wrong to tax all 
high-income individuals indiscriminately when possibly some of 
them are doing the decent thing and living up to or beyond their 
incomes. I should have taken no objection to Mr. Williams’ 
article if he had mentioned, however casually, the ethical aspect 
of his proposals; but he is, I think, guilty of an inexcusable 
indifference to this. Nowhere does he refer to the possibility of 
some principles of justice—however rough and ready—having 
any connection with taxation. In this omission he is not alone 
amongst those active in the discussion of Government policy; 
and it is for that reason that I venture these comments on the 
need for the continual reference of all problems in applied economics 
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to a background of absolute values, even though those absolutes 
can receive only relative recognition in any practical proposals 
concerning taxation, wages, prices, and so on. 

The same comments apply to his suggestion of extending 
social security benefits for the sake of regulation of savings and 
the cause of full employment. Again, the scale of these transfers 
from high to low should be a matter for consideration on its 
merits. The State from time to time makes changes in the things 
it regards as fundamental in the structure of the national economy. 
There was a time when the structure of income distribution was 
regarded as sacrosanct—it was assumed to be the just and proper 
expression of the workings of the hidden hand which mysteriously 
saw to it that every man received his due. But even when this 
was the generally accepted view, it was nevertheless thought 
proper to have progressive taxation. Though the philosophical 
background to this acceptance of progression is obscure, it was 
once not thought right to employ the machinery of the State 
taxing system to transfer income from richer to poorer. I do 
not propose to define the stage at which a system of taxation 
becomes redistributive as distinct from merely progressive. It is 
sufficient to note that in this country, as in many others, redis- 
tribution is now accepted as proper. No longer is it the official 
view that the existing distribution of incomes is “ right ” (prob- 
ably that never was the popular view). This presumably means 
that we retain the system of distribution (which we may think of, 
roughly speaking, as a private-enterprise method of determining 
gross incomes) very largely as a matter of expediency. We do 
not do the “scientific”? thing and have an individual’s whole 
income paid to him by the State (when direct taxes might be 
abolished) and determined on the merits of the case by State 
officers. We do not do this because—at the moment, at least— 
it does not seem a very safe thing to do. So we take the income 
structure partly for granted and make some adjustments as an 
afterthought—adjustments which are not fully logically defensible, 
but which most people (though perhaps largely those in the 
lower brackets) feel to be in the direction of justice. 

If, through the State machine, we manage our affairs like 
this—by having some broad principles of justice and modifying 
the given circumstances towards justice whilst stopping short of 
taking the larger step of actually changing the system—then we 
must exclude such a policy as is proposed by Mr. Williams (and 
others). Mr. Williams is making such a challenge to gross income 
distribution as to involve an assumption that the private-enter- 
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prise distribution of incomes has no validity at all. (“It is 
probable that if the entire $20 billion were collected from higher- 
income brackets a ceiling would be set on incomes having a rela- 
tively small volume of savings.’’) If one accepts this gross dis- 
tribution, even in our British spirit of compromise—illogical 
though that might be to a degree—one is debarred from making 
sweeping adjustments to tax rates levied at various levels of income 
on considerations other than those of social justice as between 
the income recipients. I do not think one can exclude fiscal 
policy from the armoury of full-employment tools—probably it 
is the most important weapon. But its use should be in terms 
of totals—of taking some taxation off all-round, or putting some 
on all-round, without regard to what might expediently (but 
unjustly) be done, as between various classes, with the aggregate 
adjustment arising from employment policy. Obviously, such a 
use of fiscal policy must affect various classes differently—that 
is unavoidable. My point is that it is wrong to aim at affecting 
various classes differently. 

If Mr. Williams thinks that the private-enterprise system will 
not secure full employment if it is bound by my austere principles 
of handling fiscal policy in aggregates as regards the taxpayers, 
then he is really saying that private enterprise should be swept 
away. I am not sure that I could draw a precise line between 
the tampering we do with the primary income flows emerging 
from the private-enterprise structure, on the one hand, and, on 
the other, its complete undermining by a financial pooling scheme 
which would retain privacy of property and enterprise as no 
more than a legal fiction. However, I do feel sure that our 
existing policy lies largely on the old-fashioned side of this line, 
and that Mr. Williams’ suggestions lie on the revolutionary side. 
But let us be honest if we are to have any revolutions, and let 
them appear in the distribution of gross incomes, and not merely 
in that of net incomes. If we must take a major step instead of 
continuing our modifications, let us avoid stealing of the proposed 
kind by abolishing the property rights concerned—for presumably 
they are obsolete. The major step can be avoided only if the fiscal 
weapon can conquer the employment problem without degenerating 
into discrimination of the kind proposed by Mr. Williams. 

Apart from these ethical considerations, one wonders how 
safe it is, in discussing methods of influencing the propensity to 
consume, to ignore the consequential effects of very steep pro- 
gression on the propensity to invest. 


London. Harry Norris 
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THE COALFIELDS OF BRITAIN 


Report of the Scottish Coalfields Committee. Cmd. 6575, 1944. 
Ministry of Fuel and Power Regional Survey Reports: (1) 
North Midland Coalfield. (2) Kent Coalfield. (3) Durham 
Coalfield. (4) The Coalfields of the Midland Region. (5) 
Northumberland and Cumberland Coalfields. (6) North- 
eastern Coalfield. (7) North-western Coalfields. (8) South 
Wales Coalfield. H.M. Stationery Office. London, 1945-46. 


Tue Regional Survey Committees were appointed in 1944 
to consider the present and future prospects of the various coal- 
fields and to report (a2) what measures, apart from questions of 
ownership, forms of control and financial structure of the industry, 
should be taken to enable the fullest use to be made of existing 
and potential resources of the coalfields, and (b) what provision 
of housing and other services will be required for the welfare of 
the mining community. The Scottish Coalfields Committee 
was appointed in 1942 by the Secretary of State for Scotland, 
with similar terms of reference, but was not debarred from con- 
sidering the question of ownership, forms of control, and financial 
structure. 

A large part of these Reports is given up to geological descrip- 
tion of the coalfields. It would appear to the layman that the 
basis upon which coal reserves have been estimated varies from 
one Report to another, and that the resulting estimates should 
be handled with care; also, that knowledge of coal reserves 
outside those areas which are being actively exploited at the pre- 
sent time is very sketchy indeed. It follows that, especially in 
view of our ignorance of future technical developments in mining, 
the Committees’ estimates of future outputs, the life of pits, 
and the locational trend of future development should be treated 
as intelligent guesses rather than confident prophecies. 

Nevertheless it is extremely important to the future planning 
of the industry that such an effort should be made to peer into the 
future so far as present knowledge allows. Generally speaking, 
the Committees have done a first-rate job, and each Report is 
packed with detailed information concerning the coal resources, 
mines, housing and welfare facilities, etc., of the coalfields. With 
each Report is an excellent series of maps which illustrate and 
illuminate the text. To the economist, the most interesting feat- 
ures of the Reports are the pointers given to the future location 
of the industry and the impressions given of its future output 
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possibilities. The following summarises the chief conclusions 
of the Committees under this head—the figures in parentheses 
indicating respectively the 1938 and 1944 outputs of the areas 
in question.? 

Scotland (30-3 million tons; 23-3 million tons). A steady 
decline in the output of the Central area (13-0 million tons; 
9-7 million tons) to 8-4 million tons in 1975 is envisaged. In 
Fife and Clackmannan (8-2 million tons; 6-2 million tons) the 
pre-war output should be maintained, and even substantially 
increased to about 12} million tons by 1975, if account is taken of 
projected developments. The Lothians area (4-4 million tons; 
3-7 million tons) has enormous reserves, and constitutes one of the 
richest fields in Scotland. Existing pits should expand production 
to 5 million tons by 1965 and to 7} million tons with further 
development. The Ayr and Dumfries (4:5 million tons; 3-7 
million tons) field is approaching exhaustion and no large- 
scale development can be expected, but with further small sink- 
ings output should exceed 5 million tons by 1965. Assuming 
that sufficient labour is available the Report concludes that out- 
put from existing pits in Scotland should be only about 3 million 
tons short of the 1938 figure by (circa) 1970, and should exceed 
the 1938 figure by 2 million tons if modest expectations of further 
development are realised. 

Durham (31-4 million tons; 23-2 million tons). Reserves of 
coking coal in West Durham will be substantially exhausted 
in the next fifty to seventy years. No estimates of future out- 
put are given, but few new sinkings can be expected, and the 
probability seems to be that output will continue to decline. 

Lancashire and Cheshire (14-3 million tons; 10-8 million tons). 
During the next fifty years about fifty pits, involving over half 
the men at present employed, will close owing to exhaustion. 
New sinkings are not likely to be economic propositions over 
most of the coalfield, and unless capital is provided on very 
favourable terms, the output of the coalfield will decline very 
rapidly. 

Northumberland (13-3 million tons; 10-2 million tons). Assum- 
ing that the pre-war volume of man-power is available, and taking 
account of probable technical advances and developments 
already planned, output should exceed 15 million tons in 1960, 
declining thereafter to approximately the 1938 output in 1980. 

Yorkshire (43-2 million tons; 36-5 million tons). By A.D. 
2000 about six collieries only are likely to cease work owing to 
1 The output figures given are not strictly comparable as between districts. 
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exhaustion. Assuming that the necessary labour is available, 
output from existing collieries should exceed the 1938 output 
by 13-5 million tons annually over the period 1950-2000. 

North Midlands (32-1 million tons; 35-7 million tons)—4.e., 
Notts (15-4 million tons; 15-9 million tons), North Derby (13-0 
million tons; 13-8 million tons), Leicester (2-9 million tons; 
4-5 million tons), and South Derby (0-8 million tons; 1-5 million 
tons). In Notts and North Derby several pits now producing 
about 3-3 million tons in the aggregate will probably close through 
exhaustion by the end of the twentieth century. No closures 
through exhaustion or any serious diminution of output for this 
reason are expected in Leicester or South Derby. These prospec- 
tive losses should be easily counterbalanced by new developments 
(mainly at existing collieries) either definitely planned or in process 
of being carried out. With increased man-power, but without 
advances in technique, output from existing shafts could be 
increased probably by 25%, and possibly by 50%. 

Midland Region (19-4 million tons; 15-8 million tons)—+.e., 
North Staffs (6-9 million tons; 5-7 million tons), Cannock Chase 
(5-0 million tons; 4-2 million tons), Warwick (5-5 million tons; 
4-4 million tons), South Staffs (1-4 million tons; 1-0 million tons), 
and Shropshire (0-7 million tons; 0-5 million tons). Assuming 
additional man-power or increased productivity per man-shift, 
output from present proved areas in the Midland region should 
reach a peak of 24-7 million tons by 1974, thereafter declining 
to the 1938 output by 2044. The increased output is expected 
to come mainly from Warwick and North Staffs. 

Kent (1-7 million tons; 1-3 million tons). Total output from 
planned development of existing collieries is expected to -rise 
to 4 million tons per annum. 

North Wales (2-7 million tons; 2-0 million tons). Pre-war 
output should be restored when additional man-power becomes 
available. Further increases are possible with additional capital 
expenditure and development. 

Cumberland (1-6 million tons; 1-0 million tons). Taking 
account of expected development and assuming present avail- 
ability of man-power, output should rise to 2-6 million tons 
by 1960, remaining fairly stable thereafter until 1980. 

South Wales (37-6 million tons; 25-1 million tons). Assuming 
favourable trade conditions, and including estimates of production 
from new developments definitely planned and from closed mines 
capable of reopening, output should reach 41-3 million tons 
in 1949, 46-3 million tons in 1964, 36-7 million tons in 1974, 
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and 13-8 million tons in 2044, These estimates are based on the 
further assumption that the same man-power is available as in 
1938. The expansion in output should be fairly evenly spread 
geographically, but after 1994 the decline will probably be most 
serious and rapid in the Eastern and Western valleys of Mon- 
mouthshire. 

Making a rough guess on the basis of these estimates, it would 
appear that coal output in Great Britain over the next thirty 
years may exceed the 1938 output by 20 to 35 million tons. How 
much reliance should be placed on these figures? Estimates 
projected more than fifty years ahead are obviously most unreli- 
able, but the expectations of the experts as to what is likely to 
happen during the next thirty years have to be seriously 
considered. 

Generally speaking, it has been assumed that the 1938 volume 
of man-power would be available, or (in at least one important 
case) that an increase in the 1938 labour force would be forth- 
coming, failing a substantial rise in output per man-shift. These 
outputs could be raised from coal areas already proved and being 
exploited, either from existing pits or from new development work 
which in most cases appears to have been definitely planned. 
In short, these Reports tells us what is physically possible from 
existing pits and from new development planned for the near 
future. This is valuable data to possess, and however sceptical 
we may feel about the possibility of the industry ever again attract- 
ing its 1938 volume of man-power, one must admit, on the other 
hand, that little account has been taken on the whole of probable 
technical developments which may lead to a substantial raising 
of output per man-shift. 

The present writer nevertheless feels very doubtful about the 
possibility of the 1938 output being reached, much less exceeded, 
during the next thirty years. Let us take the South Wales 
Report for example.! We are told on page 60 that the majority 
of existing collieries employing more than 250 men have been in 
production for forty years or more, and some as long as 100 years. 
Only eleven out of 155 mines of this size have been opened in the 


1 It is not suggested that what follows is typical of all the Reports. Some 
carry a heavy implication that consideration of economic factors has induced 
considerable caution in estimating future outputs. In spite of what follows, 
the South Wales Report is from many points of view the best of the series. It 
contains a mass of detailed and well-arranged information which has not formerly 
been available. It is impossible to convey any accurate idea of the scope of this 
Report in a short note. It covers 218 pages and includes seven appendices 
seventy-two statistical tables, eighteen diagrams and seven maps. 




















1946] THE COALFIELDS OF BRITAIN 323 


last twenty-five years. The Report continues: “‘ Although most 
of the older collieries still have considerable working reserves 
of workable coal, it is found that in many of these the more pro- 
ductive seams have been largely exploited in the past... . 
Unless [there is considerable technical development] there is a 
real danger that the increasing difficulties will render many of 
the older collieries unworkable economically in the fairly near 
future.” On page 114 we read that “no serious problem on 
account of a decrease in mining activity in any part of the coal- 
field should be encountered during the next 50 years, unless in 
certain areas the cost of production becomes so excessive as to 
make what now appears to be a workable reserve uneconomic.” 

These extracts call attention to a serious defect of many of the 
Reports. Little attempt has been made to relate estimated 
future outputs to probable market conditions and costs of pro- 
duction. Yet this is something which might surely have been 
attempted for the fairly near future. The results could hardly 
have been more conjectural than estimates of future output, 
in the light of purely physical conditions, for the year 2044. 
This defect is particularly serious in the case of South Wales. 
Output per man-shift in this district for 1944 was the lowest of 
any major coalfield. The average cost per ton was 43s. 4d., 
whilst average proceeds of sale were 36s. 6d.—the difference 
being more than made good by subsidies payable through the 
Coal Charges Account. As conditions return to normal, any ex- 
pansion in output will have to be disposed of in foreign markets. 
Even making allowances for a possible (but by no means certain) 
fall in costs as output expands, it is highly improbable that large 
additional tonnages of South Wales coal will find markets without 
heavy subsidisation. It is impossible to guess how the proposed 
National Coal Board will handle this problem. Very probably 
output will be increasingly concentrated on the best pits, which 
will be extensively reconstructed and modernised. This may 
permit economic production, but will not permit the planned 
outputs of the Regional Survey Committee to be reached, since 
these estimates have been based on the reserves and capacity 
of all existing pits plus new developments. 

Press notices of these Reports have unfortunately given the 
impression that, considered as a whole, everything is well with the 
British Coal Industry, and that considerable expansion is just 
around the corner. In fact, all that the Reports tell us is that 
sufficient reserves are available to permit such expansion. Studied 
carefully and considered in the light of all available information, 
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they set the measure of the immense task before the National 
Coal Board. Unless immediate steps are taken to attract man- 
power, to speed up technical developments on a most ambitious 
scale, and to explore the development possibilities of present 
unproved coal reserves, the industry will probably continue to 
decline. 

The Reports give a fairly clear indication of the future loca- 
tional trend of the industry—away from the older areas of Durham, 
Lancashire, Lanarkshire (and South Wales?), and towards the 
East Midlands of England, and Fife and the Lothians in Scotland, 
In the long run this may enable the Coal Board to free itself 
to some extent from the legacy of the past. But apart from labour 
difficulties, the immediate prospect before the Board is not 
bright. These Reports make it clear that new capital invest- 
ment in the industry may show disappointing results in some 
areas, as seams get thinner and the quality of the coal deteriorates. 

These Regional Surveys would have been more valuable if 
greater uniformity had been observed in the presentation of 
material. The assumptions on which estimates of future outputs 
are based vary from one Report to another, whilst some Reports 
make no estimate. Only a few of the Reports give facts and figures 
relating to the age, depth and expected future life of pits, and 
average distances from shaft-bottom to coal-face. On all these 
subjects we still lack comprehensive information. The latter 
is particularly important at the present time, in view of the 
necessity to raise productivity at the face. In Northumberland 
it is estimated that the equivalent of 1,700 man-shifts per day 
are lost in walking time to the coal-face. In Durham man- 
riding facilities are provided for only 12% of the face-workers, 
although 55% of the coal is obtained from faces over 1 mile from 
the shaft-bottom. In Lancashire walking time to the face 
frequently exceeds thirty minutes, with the return journey 
taking roughly the same time. In South Wales (surprisingly 
enough) 51-8% of face-workers are employed within 1 mile 
of the shaft, and only 3-8% are employed over 2 miles away. 
Roughly the same percentages of total output are won at these 
distances. Man-riding facilities are available to only 26% of all 
face-workers, but the great majority of those employed over 
1} miles from the shaft are provided with such facilities. 

All this underlines the urgent necessity for reorganisation 
of underground haulage to which the Reid Committee has already 
called attention. Several of the Regional Survey Committees 
urge that mechanisation in all its aspects should be speeded up, 
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and both the Scottish and Midland Committees stress the need 
for further unification. 

On the subject of housing, these Reports substantiate a great 
deal of what is generally known concerning the deplorable living 
conditions in most mining areas. It is noteworthy that the ex- 
ceptions to this are almost all to be found in recently developed 
areas. Nearly all the Committees emphasise the undesirability 
of segregating miners and their families in small mining com- 
munities. The South Wales Committee are of opinion that 
travelling distances to work are often excessive, many miners 
passing one or more collieries to work at another. In this and 
other connections the National Coal Board might well investigate 
the possibilities of some redistribution of the present labour force. 

Nothing is more important to an understanding of the coal 
industry than an appreciation of its variability. Despite their 
preoccupation with the purely physical aspects of mining and a 
distinct unevenness of quality between them, a careful perusal 
of these Reports could hardly fail to clear up many prevalent 
misconceptions concerning the magnitude and nature of the coal 


problem. 
A. BEACcHAM 


Aberystwyth. 





OBITUARY 
EpwiIn WALTER KEMMERER 
1875-1945 


THE death took place at Princeton, New Jersey, on December 
16, at the age of seventy, of Professor Edwin Walter Kemmerer, 
who was Professor at that great University for the long period of 
thirty-one years, a prolific writer on finance and currency, and one- 
time financial adviser to twelve countries. Because of his many 
missions to foreign countries, starting in 1903 with a visit to the 
Philippines, he became known as “ the money doctor.” 

He was born in Scranton, Pennsylvania, on June 29, 1875, 
and graduated from Wesleyan University in 1899, working his 
way through that University. He won a fellowship for graduate 
study in economics and finance at Cornell University, where he 
took his doctorate of philosophy in 1903 with a thesis on money 
and prices. His thesis was an outstanding piece of work, and 
marked the beginning of his career in economics. He taught at 
Purdue University for two years before going in 1903 to the 
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Philippines. Returning to the U.S.A., he was, from 1906 to 1912, 
assistant Professor of Economics and Finance at Cornell. In 
1912 Kemmerer was appointed Professor of Economics and 
Finance at Princeton. He occupied the Chair for sixteen years, 
until he was elevated to the Walker Chair in International Finance 
in 1928, and at the same time made Director of the International 
Finance Section of the University. He retired in July 1943, but 
continued to devote himself with even greater energy than before 
as an out-and-out exponent of the classic Gold Standard, until 
last year his heart gave out. It was not possible for a man of 
Kemmerer’s disposition to rest when he believed that the maturity 
school of economists (which included Hansen and Samuelson of 
Harvard and others throughout the great and friendly Republic) 
were having it all their own way. He criticised in severe terms 
the Bretton Woods proposals and everything that departed from 
what he regarded as the orthodox gold standard. To this a 
reference will be made later. It will suffice to say here that his 
strength was overtaxed, with the inevitable result that he passed 
away suddenly just three months after the onset of illness in 
September. 

It was as a financial consultant that Kemmerer won his spurs 
as an international economist. He had no small share in re- 
constructing the currency systems of the Philippines, Mexico, 
Guatemala, Colombia (twice), the Union of S. Africa, Chile, 
Poland, Ecuador, Bolivia, Peru, China, and Turkey. He called 
himself a diagnostician rather than an attending physician, 
and a good diagnostician he was. His practice was to analyse 
difficulties, to devise a list of remedies, and then to leave the 
patient, usually a sick and troubled country, to go on from there. 
As in his reports on Poland and on Colombia, he would close an 
investigation by submitting legislation all drawn up and ready to 
be passed by the legislature of the country in question. Whena 
country applied to the Department of State and the Treasury in 
Washington for an expert, Kemmerer was the man usually 
designated. In 1917 he was financial adviser to the Government 
of Mexico, and in 1919 to the Government of Guatemala. He was 
Chairman of the Commission of American Financial Advisers on 
Colombia in 1923, and of the two members—the other was Dr. 
Vissering, Governor of the Bank of the Netherlands—of the Gold 
Standard Enquiry Commission for the Union of South Africa 
1924-25; expert on currency and banking to the Dawes Committee 
1925; Chairman of the American Commission of Financial 
Advisers to Poland 1926, to Ecuador 1926-27, to Bolivia 1927, to 
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China 1929, to Colombia 1930, to Peru 1931, and to Turkey 1934. 
Several of these countries decorated him for his work. It was 
when on one of these surveys that he and his family had a narrow 
escape. They were aboard the boat Villa Franca in the Alta 
Parana River in Paraguay when the petrol on board exploded. 
Sixty lives were lost. The Kemmerers jumped overboard and 
swam to shore. They were among the few survivors. 

The best known of Kemmerer’s fourteen books are perhaps 
Modern Currency Reforms (1916), The ABC of the Federal Reserve 
(10th Edition 1936), The Principles of Money and their Exemplifi- 
cation in Outstanding Chapters of Monetary History (1935), The 
ABC of Inflation (1942) and Gold and the Gold Standard (1944), 
which gives the author’s well-known views on gold. In addition 
to these, there are reports such as that submitted by him in 
1926 on Polish finances and published by the Ministry of Finance, 
Warsaw, and a large collection of pamphlets which can be 
divided into two main classes: those dealing with the gold 
standard and those on the Bretton Woods Plan. A third group 
deals with miscellaneous matters, of which The Outlook for 
our College Endowments (1939) and Some Observations on the 
Monetary Policies of the United States (1941) are the best 
known. Some of Kemmerer’s close friends felt that as he 
passed the grand climacteric he became more and more dogmatic 
and unyielding to those who believed in the New Deal and in 
Full Employment for the United States. In regard to these 
policies he was always a sharp critic. In 1937, for example, he 
advocated a reduction in Government expenditure for un- 
employment relief to avert a threat of inflation. ‘‘I fear,’ he 
wrote to the writer of this notice in 1944, “‘that on this subject 
[unemployment policy] you and I are not in full agreement and 
that the same is true of the great majority of people in Great 
Britain.” This difference in viewpoint never affected in any 
degree a close and intimate friendship. 

Kemmerer never seemed to get away from the gold standard 
as it is described in the classic teaching of Ricardo and Mill. He 
never saw that it could not work in regard to the lowering of prices 
and wages in the world of to-day, when the technique of central 
banking and trade unionism, not to mention other factors, made 
its automatic working impossible. He quoted with approval 
the Macmillan Committee of 1931 without understanding the 
significance of the last six words of the following quotation : 


“* There is, perhaps, no more important object within the field of human 
technique than that the world as a whole should achieve a sound and 
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scientific monetary system. But there can be little or no hope of progress 
at an early date for the monetary system of the world as a whole, except as 
the result of a process of evolution starting from the historic gold standard.” 


The rigid attitude held by him in regard to the gold standard 
made it necessary for him to reject, unlike most American 
economists, the Bretton Woods Plan, which he thought would 
result in currency instability, currency debasement, and all the 
attendant evils that ordinarily go with these. In his pamphlet 
Implications of the International Monetary Fund, published on 
May 10, 1945, in the Commercial and Financial Chronicle, he wrote : 
“The Bretton Woods Plan would be away from currency stability, 
free exchange and internationalism, and toward currency debase- 
ment, exchange controls, paper-money standards and monetary 
nationalism. In other words, it would be in the direction 
exactly opposite to the primary purpose of the Fund as contem- 
plated by its leading American proponents.” He strongly 
disliked the provisions in the Plan authorising changes in the par 
values of the monetary units of individual members, as it would 
facilitate on a large scale the exploitation of creditors by their 
debtors, and he disagreed with Keynes when, in the House of 
Lords, he said, ‘‘ We are determined that, in future, the external 
value of sterling shall conform to its internal value as set by our 
domestic policies, and not the other way round. . . . [And these 
domestic policies themselves] shall be immune from criticism by 
the Fund. Indeed, it is made the duty of the Fund to approve 
changes which will have this effect. That is why I say that these 
proposals are the exact opposite of the gold standard. They lay 
down by international agreement the essence of the new doctrine, 
far removed from the old orthodoxy.’”’ Kemmerer read into this 
that the Bretton Woods Plan implied that changes of exchange 
rates would be the normal means of adjustment. Nothing in 
the Plan, however carefully stated and amplified in the official and 
non-official literature on the subject, would convince him of this 
heterodoxy of his. But let that pass. 

Kemmerer married forty-five years ago Miss Rachel Dickel, 
when he was twenty-six, and it was, his friends used to think, the 
best day’s work he ever did. His wife interested herself in his 
work and travelled with him extensively, being my guests in 
India on their way back from China when he wished to study 
Indian public finance and also India and silver. Of this marriage 
he had a son and daughter—Professor Donald L. Kemmerer of 
the University of Illinois, and Mrs. Erling Dorf of Princeton. 

G. Frnpiay SaHirras 
Berlin. 
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OBITUARY : HEINRICH SIEVEKING 


HEINRICH SIEVEKING 


From Hamburg comes the news that Heinrich Sieveking, for 
long years senior professor of political economy and at one time 
Rector of the University, has died at the age of 74. He had 
numerous friends beyond the confines of his country, and he 
deserved many more than he had, for he was a humanitarian of 
the purest water and a citizen of the world in the finest sense of 
the word. 

Sieveking came from an old patrician family which had given 
many great figures to the public life of his home town, especially 
Amalie Sieveking, a personality comparable to Florence Nightin- 
gale. Staunch liberal that he was, the Professor always ridiculed 
the idea that family connections are a valid claim to position and 
respect; yet he was well aware that they impose duties on the 
individual, and he felt this the more keenly as he realised what a 
rare being a progressive and cosmopolitan burgher in Germany 
always was. This attitude accounted for much that was lovable 
in his character. His respect for the opinions of others, be they 
even immature students, was perfect; and he was unsurpassed 
in his broad toleration of convictions he was unable to share. In 
the strange atmosphere of inter-war Germany he represented an 
attitude to life which is difficult to find outside the Anglo-Saxon 
world, and which in Europe had almost died out since its short 
heyday in 1848. 

Sieveking’s education and erudition were as wide as his 
interests. He acquired doctorates in philosophy and law before 
he commenced the study of political economy, and always 
managed to keep up his intellectual connection with the fields 
which he no longer cultivated ex professo. When he went to the 
University in the ’nineties, historicism was at the height of its 
power, and Sieveking certainly fell under its spell. He always 
remained more keenly interested in the realistic description of 
economic life than in any theoretical conclusions which might be 
drawn from observation. But this attitude was due more to 
personal inclination than to a narrow creed. In fact, his mind was 
essentially eclectic and not doctrinaire. Thus he was a disciple 
of Roscher rather than of Schmoller. Like Roscher, he never 
gave up the belief in the fundamental soundness of ‘‘ Smithian- 
ism ” as an economic theory, and he was at all times a convinced 
advocate of free trade. Yet his liberalism did not prevent him 
from demanding a progressive social policy, and he remained 
favourable to further social legislation long after many other 
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socialists of the chair had practically abandoned their cause. In 
all this Sieveking was a brother-in-arms of Lujo Brentano, who is 
probably much better known in this country. 

In 1897 Sieveking was appointed lecturer in Freiburg, and 
in 1900 promoted to a professorship. After a short period at 
Marburg he was called to Ziirich, where he stayed until 1922. 
Many Russian refugees, anarchists and others, were among his 
students, and he used to tell many entertaining episodes of his 
experiences with them. It cannot have been easy to teach them 
orthodox economics! In 1922 Sieveking left Ziirich for Hamburg 
where he remained for the rest of his life. His outstanding 
literary achievement was his Genueser Finanzwesen (1898-9), an 
investigation of the famous Casa di San Giorgio based on laborious 
and far-flung studies of the sources. But he also wrote on 
questions of foreign trade, and especially on economic history, 
where his broad and ingeniously documented surveys achieved 
considerable international reputation. 

When National Socialism conquered Germany, Sieveking 
retired from the University. Needless to say, he was an im- 
placable opponent of that evil philosophy, but, like most of his 
kind, not a very vocal one. The German professor has ever 
preferred the closet to the market-place. Yet Sieveking never 
made a secret of his contempt for those who went over to Hitler 
for reasons of opportunism, and he would never give up his friends, 
German or non-German, Aryan or non-Aryan, just because they 
displeased the new masters. His house was always open to them, 
and with those who were driven into emigration he kept up his 
friendly intercourse, without fear and without fail. During the 
war Sieveking was visited by extreme sorrow. He lost both his 
sons, who had been obliged to return to the Reich after one had 
gone to Switzerland, the other to Turkey. It is plain what this 
must have meant to a man who could not, for a single moment, 
approve of the whole venture. 

In her present humiliation, Germany can expect her salvation 
only from men of Sieveking’s character and convictions. They 
alone can lead her back to the great comity of nations. 

W. Srark 
University of Edinburgh. 
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CURRENT TOPICS 


Tue death of Lord Keynes has made it necessary for the 
Council to take action under Section 13 of the Bye Laws of the 
Society to fill the extraordinary vacancy in the office of President. 
Mr. R. G. Hawtrey has been elected to hold office until the Annual 
Meeting, and he will be nominated by the Council for election 
at that meeting for the ensuing year. Mr. Hawtrey’s election 
leaves a vacancy in the office of Treasurer. The Council has 
appointed Mr. H. C. B. Mynors of the Bank of England to fill 
the immediate vacancy, and will similarly nominate him for 
election to the office at the Annual Meeting. 





By the death of Sir John Clapham we have lost also one of 
our Vice-Presidents, who had served as a Member of the Council 
since 1918. We hope to publish an obituary notice in the next 
issue of the JOURNAL. 





A CHANGE in the financial position of the London and Cam- 
bridge Economic Service makes it impossible for copies to continue 
to be provided to the Royal Economic Society on the terms which 
have hitherto permitted a free distribution of the Memoranda 
with the Economic JouRNAL. The Royal Economic Society is 
making arrangements with the London and Cambridge Economic 
Service for Fellows to subscribe to the Service on special terms. 
The rate of subscription will depend on the numbers who decide 
to continue on these terms. If orders for less than 1,500 copies 
are received the subscription would be 15s. per annum, as compared 
with the normal rate of 20s.; if between 1,500 and 2,000, it would 
be 12s. 6d.; if over 2,000, it would be 10s. 

The content and presentation of material in the London and 
Cambridge Economic Service are now being reviewed in the 
light both of present ideas as to the data that is relevant to varia- 
tions of trade activity and also of the recent statistical publica- 
tions of the Government. The Service will continue, as in war-time, 
to appear quarterly. Fellows who subscribe on the special terms 
offered will receive all published material posted directly on the 
day of issue from the London and Cambridge Economic Service, to 
which subscriptions will be directly payable. The Bulletins of the 
London and Cambridge -Economic Service will continue to be 


supplied to readers in the ordinary way throughout 1946. 
No. 222.—voL. LvI. Z 
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A business reply card has been enclosed in this issue of the 
JOURNAL. Those who wish to become subscribers to the London 
and Cambridge Economic Service from the beginning of 1947 are 
asked to write their names on the card and post it. No postage 
is necessary except for countries overseas. 





Mr. T. BatocH has been elected to a Fellowship of Balliol 
College, Oxford. 





Mr. Tom Witson has been elected to a Fellowship and 
Tutorship in Economics at University College, Oxford. 





THE following have compounded for life membership of the 
Royal Economic Society :— 


Alexander, S. S. Friday, F. A. Oka, G. M. 
Baehr, Dr. P. J. Garbett, F. S. Osborne, G. F. 
Baillie, G. S. Gilpin, A. C. Owen, G. R. B. 
Balloch, W. W. Grosse, R. N. Pai, T. A. 

Balson, W. Harber, F. O. Peregrine, J. P. J. 
Barna, T. Isaac J. Pleming, Major J. E. 
Bates, A. F. Javeri, 8. C. Poole, J. C. 
Baudin, Prof. L. Jesvani, T. K. Presanis, A. 
Beckenham, H. G. Kaldor, N. Pritchard, E. L. 
Beving, C. A. Kaul, N. B. Pykett, R. H. A. 
Black, J. H. Kirton, R. J. Rao, Prof. V. K. BR. V. 
Brook, Prof.G.L. Knight, A. W. Rasminsky, L. 
Budgen, R. B. Kovaces, L. Ravestijn, Dr. H. 
Burnett, J. M. Langdon, H. S. van. 

Buscombe, J. H. Lee, L. S. Robinson, B. E. 
Calvert, G. N. Li, Dr. Cho-Min. Samways, R. H. 
Chowdhury, Dr. M. Lloyd, W. E. Schneider, Dr. E. 
Clark, Laurence W. Lyne, J. F. Scitovszky, T. de. 
Clark, Leslie W. Mayhew, Major C. P. Scott, E. 

Crystal, T. Mitchell, J. W. Shah, C. M. 
Dutschler, Dr. E. W. Mullins, A. F. J. Shakespear, C. R. 
Emblem, L. F. Nathan, Dr. O. Sinha, R. L. 
Emole, E. Neale, J. A. Slitor, R. E. 
Evans J. D. Newman, J. Smith, Caleb A. 


Frankland, A. Norris, W. J. C. Soong, H. 
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Steer, E. T. 


Timmerman, W. A. 


Tjaden, W. L. 
Ungphakorn, P. 
Van Egmond, G. 


The following have been admitted to 


Society :-— 
Abrams, M. 
Agrawal, S. K. 
Alwis, M. N. 
Armstrong, V. R. 


Baldna, Prof. G. D. 


Barclay, G. E. 
Barrett, R. C. 
Bauminger, P. 
Beckerman, W. 
Beer, F. G. 
Beighton, T. 
Betts, C. H. 
Bevens, A. E. 
Bhaimia, Y. E. 
Blundell, H. 
Boucher, G. P. 
Briant, C. H. 
Brill, D. H. 
Briscoe, B. 
Brooks, F. H. 
Brown, G. P. 
Bryan, W. O. E. 
Budden, E. 8S. 
Burchardt, F. A. 
Burt, A. R. G. 
Buttriss, G. E. 
Cairns, A. Q. 
Calvey, H. 
Campbell, W. G. 
Carolides, L. 
Cash, W. 
Catlow, H. 
Chapman-Cohen, 
Major C. C. E. 
Charles, Major I. 


CURRENT TOPICS 


Walker, J. G. 
Wang, C. H. 
Warden, A. P. 
Watson-Hyatt, 
Major R. W. 


Chaumeton, J. C. 
Chivers, M. E. 
Clark, W. C. 
Churchward, J. H. 
Clay, E. C. 
Clements, J. F. 
Cook, K. R. 
Coombes, E. E. 
Coombs, C. 
Cooper, Capt. N. D. 
Corbett, B. I. 
Cowell, L. M. 
Cowler, S. A. 
Cox, F. A. 

Craig, A. M. 
Crawford, M. M. 
Crawford, N. F. 
Currie, Capt. A. 
Dadzie, E. K. 
Dakin, E. F. 
Dalal, K. L. 
Dalemont, E. 
Dandie, A. 

Das, P. K. 
Datta, Prof. B. 
Davies, E. J. 
Davis, J. L. 
Davis, R. 

De Corval, G. 
Deeks, H. W. G. 
De Sora, Count R. 
Dina, I. O. 

Dirs, F. 

Dixon, J. H. 
Dow, J. C. R. 
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Whetham, Miss E. H. 
Widdowson, N. P. 
Williams, W. G. 
Wold, K. G. 

Wood, A. W. 


membership of the 


Duncan-Gibson,R.R. 
Edmunds, S. W. 
Efroymson, C. W. 
Elliott, S. F. 
Elsworth, P. J. N. 
Emslie, G. D. 
Evans, C. A. 
Evans, Rev. W. J. 
Fagan, T. 
Feinstein, H. 
Fellman, E. 
Ficker, H. 

Fidler, M. M. 
Fischer, F. G. 
Fortin, C. H. 
Fowler, R. A. 
Gale, R. C. 
Garnet, 8S. 

Ghose, B. K. 
Gilbert, J. C. 

Gill, L. 

Gilmour, I. 
Gonsalves, T. 
Gordon, W. E. 
Graham, G. B. 
Green, K. 8. 
Greig, N. P. 
Grosvenor, J. P. G. 
Gupta, S. C. 
Gupta, S. R. Sen. 
Hagemejer, W. H. 
Halpern, Dr. D. B. 
Hambloch, E. 
Harari, A. 
Hardaker, W. C. 
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Hardy, V. L. Lipavsky-Halifi, I. 
Hariharan, V. Liston, Major D. J. 
Harris, L. Lockie, J. H. 
Harrison, C. T. H. Long, E. 
Hart-Still, R. Lopez, J. R. 
Henisch, K. N. Lotz, L. 

Hobson, A. C. Lougheed, W. F. 
Hopkinson, W. J. B. Lunn, W. 

Horne, K. E. McAughtrie, A. 
Houghton, P. S. McCabe, Miss A. E. 
Howarth, A. MacDonald, Lt.- 
Huppert, Dr. E. L. Comd. M. 
Hyde, E. S. McDonald, R. B. 
Jable, K. S. MacIntyre, A. G. 
Jackson, J. A. Mackay, A. D. 
Jacoby, N. H. McKee, R. C. 
James, E. N. McMillan, S. S. 
Jenkins, H. L. Mandicas, A. S. 
Johnson, Miss E.M. Mathew, H. P. A. 
Johnston, J. H. Matthews, R. P. 
Jones, H. M. Mayobre, J. A. 
Jones, R. Mehra, G. D. 
Kapadia, H. F. Mellilieu, H. 
Karunaratne, K. A. Meyer, F. V. 
Kempe, J. Middleton, J. B. 
Khan, C. M. U. Millner, Dr. F. 
King, M. E. Mitchell, Miss J. 
Kinsey, Major R.S. Mitchell, J. R. 
Knight, R. H. Momtchilof, N. 
Kochmann, M. Mont, C. 
Kolatkar, G. R. Morgan, A. M. 
Kostelecky, V. Morgan, J. B. 
Kurankyi-Taylor, Muddell, J. H. 

E. E. K. Mukerjee, K. K. 
Lambert, A. P. Mumford, W. W. 
Lavery, C. J. Neill, A. J. 
Leader, E. C. Northcott, A. G. 
Leubuscher, Miss C. Nosshy, 8. 

Levin, R. Novotny, Prof. J. M. 
Lewis, D. Noyes, E. E. 

Lewis, Major L.C. Odling, G. C. 

Leza, Dr. W. F. Onaran, M. H. 
Lindblom, C. E. Oppe, D. L. T. 
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Orenstein, E. 
Organ, A. M. 
Orgel, N. 
Ormerod, V. M. 
Page, F. E. 
Page, W. S. 
Parker, G. 
Partington, R. C. 
Patching, A. E. 
Pearson, H. J. 8S. 
Peppler, F. H. 
Perroux, Prof. F. 
Pesmazoglu, Dr. J. 
St. 
Phillips, W. H. 
Purdon, A. 
Radvanyi, Dr. L. 
Rajak, A. A. 
Ram, D. 
Richards, B. A. 
Roberts, S. J. 


Robinson, T. 
Robson, N. J. 


Roebuck, Capt. 
_& ? 

Ross, G. E. 

Russell, B. H. 

Rutnam, G. M. 

Ryan, T. 

Sadler, S. A. 

Samarasekera,C.P.P. 

Sanderson, N. 

Sastry, V. R. 

Sathayé, S. G. 

Saul, C. 

Sen, A. K. 

Shard, C. L. 

Shaw, B. L. 

Shawcross, Major 
A. J. 

Shawcross, Miss 
F. M. 

Sheldon, Lt. A. J. 
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Shenkman, Dr. I. M. Tewari, T. Wansbrough, G. 
Shiff, H. A. Thirkettle, G. L. Wardle, W. R. 
Shih, C. C.-T. Thompson, Capt. Warner, P. V. N. 
Simmonds, R. M. C. H. Weiss, O. E. 

Sircar, A., Thomson, W. L. Westoby, J. C. 
Smith, B. McC. Timmerman, W. A. Wheble, C.L. 

Smith, E. B. Towe, J. J. White, C. 

Smith, Major N. H. Trenerry, T. R. Whitehead, Lt.-Col. 
Smyth, J. J. Tucker, P. J. S. W. M. 

Sorrell, A. A. Uplap, S. K. Whiting, F. E. 
Starke, L. G. K. Voisey, R. J. Whittaker, F. R. 
Stevens, J. Voysey, D. A. Wilks, G. W. 
Stewart, J. Wadia, A. B. Williams, G. B. 
Stone, C. P. Wainhouse, C. R. Winter, Major C. G. 
Taupin, G. C. E. Walden-Horscroft, | Wood, R. 

Taylor, D. R. Lt. F. Wright, E. P. 
Taylor, L. Walker, A. _ Young, B. 

Taylor, L. H. Walker, H. G. Zschokke, Dr. H. P. 
Taylor, T. A. Wallace, B. C. 


The following have been admitted to Library membership of 
the Society :— 


Academia Sinica, Shanghai. 

Agricultural Bank of Turkish Republic. 
Bibliothéque de Documentation, Paris. 
Bureau of the Budget Library, Washington. 
Faculty of Commerce, Alexandria. 

Institut de Science Economique Appliquée, Paris. 
Leathley Publications, Ltd., Strand, W.C. 2. 
McCann-Erickson, Inc., New York. 

Michelin Tyre Co., Ltd., Stoke-on-Trent. 
Natal University College. 
Universitetsbiblioteket, Oslo. 





WE record with regret the recent deaths in Italy of Umberto 
Ricci and Augusto Graziani. We shall include obituary notices 
in a later issue. 





APPLICATIONS are invited before July 1 for the Sir Robert 
Woods Research Lectureship in Economics and Political Science 
at Trinity College, Dublin. Information may be obtained from 
the Registrar of the College. 
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THERE are vacancies for statisticians on the permanent 
establishment of a number of Government Departments and for 
economic assistants in the Economic Section of the Cabinet Offices. 
Further information may be obtained from the Secretary of the 
Civil Service Commission, Burlington Gardens, W.1. 





As we go to press, the Birthday Honours List includes the 
names of a number of members of the Council of the Royal Econo- 
mic Society Among the Barons are Sir William Beveridge and 
the Hon. R. H. Brand. Mr. Henry Clay receives a Knighthood. 
Mr. R. F. Kahn receives the C.B.E. To these, and to all others 
whose names may have eluded us at a first glance, we extend 
our heartiest congratulations. 





Two Sarah Frances Hutchinson Cowles Fellowships for women 
will be awarded by the University of Chicago for the academic 
year 1947-48 upon nomination by the Cowles Commission for 
Research in Economics. Applicants must be students of out- 
standing promise, preparing for the degree of master or doctor 
in the field of social sciences and statistics, preferably in quanti- 
tative economics or mathematical statistics. The Fellowships 
amount to $1,000 each, but may be supplemented by an additional 
grant of $500 if the work of the Fellowship holder lies within the 
Cowles Commission’s field of interest. Holders will be expected 
to be in residence at the University of Chicago. Applications and 
supporting documents must be submitted before March 1, 1947. 
Application forms and further particulars may be secured from the 
Cowles Commission for Research in Economics, The University 
of Chicago, Chicago 37, Illinois, U.S.A. 





Tue Royal Economic Society is anxious to obtain returned 
copies of the last issue of the Economic JouRNAL—that for March 
1946. Any member who may care to return a copy in good con- 
dition to the Assistant Secretary, Mr. S. J. Buttress, 6 Humber- 
stone Road, Cambridge, will be paid 3s. 6d. 
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RECENT PERIODICALS AND NEW BOOKS. 


Economica. 
FesruaBy 1946. The London School of Economics, 1895-1945. The 
Subjective Theory of Value and Accounting ‘“ Cost”’: G. F. Tarrusy. 
The Original Security Bank : S. R. Corr. 


The Political Quarterly. 


Aprit—JUNE 1946. Patterns of Power in the Arab Middle East: ‘‘ Hen- 
rnicus”’. The Big Two and Ourselves: A. Jacos. Political Education 
in the Tropical Far East: J.S. Furntvatnt. The Population Problem : 
Srk Wii1t1am Beveripce. Shareholders’ Charter: A. E. Daviss. 
The Integral University: C. H. Wappineton. Personal Incentive 
and Public Service: G: Vickers. Demobilization Defects: F. GEORGE. 


Bulletin of the Oxford University Institute of Statistics. 

Vou. 8, No. 1. The Anglo-American Financial Agreement: Str HUBERT 
HENDERSON. The Relation between Birth Rates and Economic Activity 
in Sweden, 1920-44 : H. HyRrentvs. 

Vout. 8, No. 2. Income and Household Expenditure of Working-Class 
Families with Children. Part I. Income and Expenditure on Non- 
Food Items: T. Scuuxtz. Employment and Output in the Building 
Trades: S. Moos. The Swiss Economy in the Transition Period : 
O. ANGEHRN. 

Vout. 8, No. 3. Income and Household Expenditure of Working-Class 
Families with Children. Part II. Outlay on Food and Nutrition : 
T.ScuHuuz. Readjustment Problems in Sweden: E. LUNDBERG. Czecho- 
slovak Industry after Nationalization : J. GOLDMAN. 

Vou. 8, No. 4. Grocery Sales and Rationing: T. Scuuuz. Europe's 
Average Standard of Living: K. ForcnHHEemer. Economic Conditions 
in Norway : K. PETERSEN. 


The Banker. 


Marcy 1946. The Case against Schacht. 

Aprit 1946. Why Reconversion Limps 

May 1946. A Challenge to Mr. avd : P. Exryzic. Death of a Genius : 
Tue Eprror. Industrial Wales. 


The Bankers’ Magazine. 


Marco 1946. Monetary Review. Educational Section. Insurance and 
Actuarial Record. 
Aprit 1946. The State of Europe. The Banks’ Information Service. 


Planning. 


No. 246. A Programme and a Purpose 
No. 247. Imports—What Can We Taford : ? 
No. 248. Child Health and Nutrition. 


International Labour Review. 


OcroBER 1945. Wartime Methods of Labour Management Consultation 
in the United States and Great Britain. Migration of Indigenous Workers 
in the Belgian Congo: P. pe Britry. The Planning of Public Invest- 
ment in Australia : R. I. Downina. 

NoveMBER 1945. The Maintenance of Full Employment after the Transi- 
tion Period : A Comparison of the Problem in the United States and the 

United Kingdom : M. Katecxt. Social Policy in China: T. K. Dana. 
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DeceMBER 1945. Full Employment in the Transition Period. Foreign 
Labour in the United States During the War: JULIA HENDERSON. The 


Experience of the Women’s E Board in Australia: JupcE 
A. W. Forster. The Inflation of the Cost of Living and Wages in Greece 
During the German Occupation : 8. AGAPITIDES. 


League of Nations Monthly Bulletin of Statistics. 
JANUARY 1946. Usual Statistical Information 


FEesruary 1946. Index Numbers of Market Values of Shares. 
Marcu 1946. Foreign Trade, in Values, of 84 Countries : 1938-1945. 


The Canadian Journal of Economics and Political Science. 


Fepruary 1946. The Impact of Sudden Accessions of Treasure upon 
Prices and Real Wages: H. MrtcHety. Canada’s Internal Security : 
L. H. Pours. The Informal Organization of the Medical Profession : 
O. Hatyr. Arctic Survey. VII: Administration of the Canadian 
Northland : C. C. Lincarp. 


The South African Journal of Economics. 


DECEMBER 1945. The Economic Development of the Cape under van Riebeek : 
Part IV (Conclusion) : H.M. Ropertson. The Size of the South African 
Industrial Unit: R. H. Smira. Social and Economic Statistics in 
the Union: T. H. Ketty. Some Features of Wartime Finance and Ex- 

‘change Control in the South-west African Karakul Trade : H. Gunpry. 


The Economic Record. 


DECEMBER 1945. The Transition to a Peace Economy: H. Burton. 
The First Four Reports of the Rural Reconstruction Commission: A. B. 
Ritcu1z. Sydney Wholesale Fruit and Vegetable Prices: J. Lunpsay. 
The Growth of New Zealand’s General Government Debt: E. P. NEALE. 
The Future of Federal Aid: G. L. Woop. A ‘“ Made to Measure” 
Tariff: W.J. Rose. Full Employment, the British, Canadian and Aus- 
tralian White Papers : D. H. Merry and G. R. Bruns. Price Flexibility 
and Employment : T. W. Swan. 


India and World Affairs. 


OcroBER-DECEMBER 1945. Congress—Its Ideal and Programme: P. C. 
Guosu. The Soviet State—The Highest Form of Democracy: A. Y. 
VysHinsky. The Peopling of the Open Sp : R. MUKHERJEE. 
Indo-American Trade: R. E. Levine. Indians in Malaya: Y. §. 
Menon. The Meaning of Dominion Status: D. 8S. Varapan. The 
Danger of Industrial Regimentation : L. E. Moorz. 


The Quarterly Journal of Economics. 


Fesruary 1946. nom, Imports, Domestic Output, and enplonaits 
W. W. Leontier. Price Regulation in the Paper Industry: J. 
GuTHRig. Dues and Initiation Fees in Labor Unions: P. Tart. Mono. 
polistic Output and International Trade: S. ENke. The Appropriate 
poe wane Unit Question under the Railway Labor Act : H. R. NorTHRvp. 
Labor and the Recovery Program, 1933 : I. BERNSTEIN. 


The Annals of the American Academy of Political and Social Science. 
Marcu 1946. Controlling Group Prejudice. 


The Journal of Political Economy. 
FEBRUARY 7 Some Reflections on a Theory of Labor-Management 
—. 2 Fok ann The First Twenty Years of the Bank of 
pain. I: %. J. Hammuton. The Scholastic Revival : The Economics 
of Hei } “Heinrich Pesch: A. L. Harris. Effectiveness of Factory Labor: 
‘outh—North Comparisons: R. A. Lester. The Pure Theory of the 
Guaranteed Annual Wage Contract : W. LEONTIEF. 
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The Review of Economic Statistics. 


FEBRUARY 1946. Relationship between Consumers’ Expenditures, Savings 
and Disposable Income: W.8S. Woyttnsky. Some Notes on Terborgh’s 
“The Bogey of Economic Maturity”: A. H. Hansen. ‘“ The Great 
Guessing Game”: Terborgh versus Hansen: D.M. Wricut. The Post- 
war Demand for United States Exports: J.H.ApDLER. Postwar Economic 
Policies : H.S. Exxis. 


Journal of the American Statistical Association. 

DECEMBER 1945. Statistical Quality Control in War Production: H. 
Workrna. Statistical Estimation of Simultaneous Economic Relations : 
T. Koopmans. The Relationship between Price Change and Price Level 
for Common Stocks: Z. SzaTRowski1. Apportionment of Representatives 
in Congress on the Basis of Special Populations: M. B. Utiman. The 
Square Root Method and tts Use in Correlation and Regression: P. S. 
Dwyer. Management Statistics in War Contract Renegotiation: N. C. 
Parkin. The Generalized ‘‘ Ideal’? Index-Number Formula: I. H. 
Smzcet. Statistical Methodology Index, 2: O. K. Buros. 


The American Economic Review. 


DECEMBER 1945. The Interest Rate and Investment in a Dynamic Economy : 
F. A. Lurz. Is a Rise in Interest Rates Desirable or Inevitable ?: 
L. H. Setrzer. The C of Economic Surplus: K. E. Boutpre. 
Annual Wage Guarantee Plans: Rira Ricarpo. British Policy and 
World Economy : E. M. BERNSTEIN. The Theory of Economic Behavior : 
L. Hurwicz. 


Econometrica. 


JanuaRy 1946. The Responsibility of the Econometrician: R. FRrRiscx. 
Multiple Regression for Systems of Equations: G. TrntNnER. Location 
of I <i and Regional Patterns of Business-Cycle Behavior : R. Vrununc. 
A Note on Welfare Economics : G. TINTNER. 


Journal of Farm Economics. 


Fesruary 1946. Postwar Agricultural Policy—Pressure vs. General Wel- 
fare: O. B. JEsnzss. Ch in Economic Structure Affecting Ameri- 
can Agriculture: T. W. ScHULTz. Sixty Million Jobs and Six Million 
Farmers: F. A. Pearson and D. PaartBerG. The Prospect for Post- 
war Agricultural Exports from the United States: R. B. ScHWENGER. 
Food and Agriculture Organization of the United Nations : P. LAMARTINE 
Yates. Educational Opportunities and Responsibilities in Foreign 
Agriculture: C. L. Stewart. Social Security for Farm People: I. 8. 
Fax and W. J. CoHEn, and K. H. Parsons. Research Developments in 
Farm Finance: F. F. Hitxu. Research Work in Minimum Financial 
age tage and Some Related Considerations for Beginning Farming : 

W. L. Cavert. Research Developments in Cooperative Marketing : 
H. Hepces. Research in the Marketing of Milk and Dairy Products : 
A. Mactxop. In the Marketing of Livestock: C. D. Puirures. In 
Marketing Horticultural Products : H. R. WELLMAN and G. L. MEHREN. 
Postwar Extension Problems in Agricultural Marketing: W. B. Srourt. 
In General Agricultural Economics : G. W. Westootr. In Farm Man- 
agement : C. Matone. Postwar Agricultural Problems in the Great Plains 
Area: W. E. Grimes. In the Corn Belt: C. W. Crickman. In the 
Dairy Regions: L. C. CunntncHam. The Farm Price Policy Awards, 
1945 : a topical digest of the winning essays : W. H. NicHouts and D. G. 
JoHNsoN. Basic Weaknesses of the a Price Formula for a Period of 
Extensive Adjustments in Agriculture: K.T. Wricut. Parity Prices : 
O. C. Stine. Agricultural Economists and Public mS YF oh J. 
Norton. LEztension Use of Farm Work Simplification: R. E. Proctor. 
An Analysis of Work Simplification Research Methods ‘and Results : 
L. S. Harprn and R. M. Carter. The Future of Farm Work Simpli- 
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fication Research: E. C. Youne and I. R. Brerty. Adjustments in 
Southern Agriculture with special reference to Cotton. Outline of a Price 
Policy for American Agriculture for the Postwar Period. 

Foreign Affairs. 

JANUARY 1946. The Strategy of Territorial Decisions : I. BowMan. Risks 
of a Big-Power Peace: H. V. Evatt. New Tactics in Naval Warfare : 
B. Bropig. The Future of Representative Democracy in France: L. R. 
FRANCK. America at War: The Triumph of the Machine: H. W. 
Batpwin. How to Deal with Japan: Hu Lry. Our Armed Forces : 
Merger or Co-ordination?: G. F. Exior. Canada’s New Stature: L. 
GELBER. Russian Naval Aims: R. J. Kerner. The Constitutional 
Crisis in Belgium: H. Roum. Unneutral Neutral Eire : R.M. SMy.urm. 
French Difficulties in the Middle East : CHarRLeEs-ANDRE JULIEN. The 
Fuel Crisis in Europe: K. Branpt. The Italo-Jugoslav Frontier : 
G. SALVEMINI. 

Aprit 1946. Justice at Nuremberg: M. Rapin. Strategic Air Power : 
C. Spaatz. Postwar Czechoslovakia: E. BENEs. Britain’s Declining 
Réle in World Trade : Henry Cray. The British Loan: J. Poix and 
G. Patterson. Air Power and the Coming Peace Treaties : J.C. CooPer. 
The Choices in Hungary: O. Jasz1. Transport in the Development of 
Soviet Policy: P. Wont. Socialism and Communism in Italy : Exiza- 
BETH WISKEMANN. Dependent Areas of the Pacific: An Australian 
View: K. H. Battgy. Finland Takes Stock: E. Dancy. The Paki- 
stan Doctrine : Its Origins and Power: Str FREDERICK PUCKLE. The 
Patriot Movement in Italy : M. Satvapori-PaLEorrTt. 


Revue D’Economie Politique. 


JANUARY-—MarcH 1946. Le réle du temps dans l’explication de Vintérét : 
R. Bertranp. Recherches nouvelles sur le probléme des débouchés : 
J. Dayre. Une agence de commerce extérieur sous la Convention: R. 
Mayer. Psychologie moderne et économie politique : P.-L. REYNAUD. 


La Revue Economique et Sociale (Paris). 


JUNE 1945. Perspectives d’aprés-guerre: J. P. Raupnirz. Liberté, 
Prospérité, Equité: R. Mosst. Le Capitalisme d’Etat aux Etats-Unis : 
R. BertranD. La Cellulose Coloniale : P. Lx CacHEvx. 

Aveust 1945. L’Organisation économique de la France nouvelle: A. 
GazieR. Point de vue sur les conséquences apparentes et actuelles de la 
nationalisation des houilléres: R. Movut#ne. Contribution a Vétude 
de la restauration financiére de la France: L. LeBeau. La Banque de 
Bretton Woods et Vinvestissement international : FRANGOIS-PERROUX. 
L’ Enseignement Musulman au Maroc: G. GERMAIN. 

OcrosEeR 1945. Contribution a Vélaboration d’une théorie de l’entreprise 
publique: M. Baztre. L’Automobile francaise dans le monde. Le 
Plan quinquennal frangais:: G. LaGaRDELLE. La Situation financiére 
de la Grande-Bretagne: L. P. J. CHaumont. L’Algérie devant le pro- 
bléme du blé : L. Lavie. 

NovEMBER 1945. Considérations préliminaires : M. Autats. Le Probléme 
du logement: A. Montcosert. La Reconversion aux Etats-Unis: 
R. Mosst. Les Ressources minérales de Vempire colonial francais : 
R. Furon. 

DECEMBER 1945. Politique electorale ou politique d’avenir: A. ARMEN- 
GauD. Pours et contres de la dévaluation étaire: E. Sruz. Consé- 
quences de la liquidation du prét-bail. Capitalisme et socialisme dans le 
monde: G. Montsarin. Les ressources minérales de l’empire colonial 
frangais : R. Furon. Chronique des Etats-Unis: R. Mosst. 

JANUARY 1946. Vues d’un économiste sur la réforme constitutionelle pour 
un quatriéme pouvoir: la technicité: B. Noaaro. Comment rénover 
Vadministration francais: X. Conséquences de la liquidation du prét- 
bail : capitalisme et socialisme dans le monde: G. Montsarin. La 
législation antitrust aux Etats-Unis: R. Action. Les Oléagineux dans 
Vempire francais : E. Mimce. 
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FEBRUARY 1946. Commentaires sur la nationalisation des Banques: B. 
LAVERGNE. Eviste-t-il une base d’action pratique derriére la nationalisa- 
tion du crédit et des banques?: A. ARMENGAUD. Les Maisons pré- 
fabriquées: P. Petsst. La Production d’or, soviétique et la production 
ay gang : G. Daviporr. Les Oléagineux dans l’empire francais : 

. MIeGE. 

Marcu 1946. Liberté et double prix: A. Sauvy. Planisme et démocratie : 
J. Basy. Un Plan économique pour le développement de UV’ Inde : C. Brt- 
TELHEIM. Les Oléagineux dans l’empire francais : E. Mrzcr. Courrier 
des Etats-Unis : les Etats-Unis et le probléme du caoutchouc : R. SERVOISE. 

APRIL 1946. Economie et liberté: P. Diereriten. Réflexions sur la 
nationalisation de Vindustrie du gaz: J. Féurx. Les Problémes sociaux 
de la reconversion américaine et le pouvoir d’achat: G. MONTSARIN. 
LD’ Industrialisation des colonies: P. Le Cacneux. Chronique d’Angle- 
terre : G. MONTSARIN. 


Schweizerische Zeitschrift fiir V olkswirtschaft und Statistik. 


FEBRUARY 1946. Die statistische Zahl als Kollektiv: L.V.Furtan. Das 
Problem der Entstehung des Geldes : A. AMoNN. ‘“‘ Order” und“ Class” : 
F. OPPENHEIMER. 


Moneda y Crédito (Madrid). 
No. 15, DecemBer 1945. La industria de las potasas en Espana: I. 
HERRERO. La desvaloracién en Francia: A. Parpo. Los seguros 


sociales en Espatia: M. Larana y Lecurna. Lo econémico en la 
politica de Roma : J. P. LENERO. 


El Trimestre Econémico. 


OcToBER-DECEMBER 1945. Factores que influyen en la balanza de pagos 
de Mexico: A. L. Otmepo. Bases de reajuste del orden cooperativo : 
A. Garcia. Producto nacional e ingreso nacional: R. O. Mena. El 
uso racional de los combustibles mexicanos: L. Torén. Las aguas 
internacionales del Norte de México y el Tratado de 1944 : J. L. Tamayo. 

JANUARY-MaRrcH 1946. Observaciones sobre algunas estadisticas agricolas : 
E. A. Patino and E. Varcas. La politica fiscal moderna: R. O. MENA. 
La ocupacién plena, la politica fiscal y las inversiones piblicas: A. 
Servin.. La deuda publica y el ingreso nacional de Estados Unidos : 
I: H. C. Watticn. Las primeras negociaciones comerciales entre 
México y Francia : C. B. Garcia. 


Index. 


No. 167, Marcs 1946. Economic Survey. December 15, 1945-March 15, 
1946. 


Dkonomi og Politik. 
OcroBER—DECEMBER 1945. Den okonomiske Udvikling i de vigtigste Lande: 
England, U.S.A., Tyskland, Frankrig. Den okonomiske Udvikling 1 


Danmark. Sverige 1 2. Halvaar 1945. Den internationale Arbej- 
derbevaegelse. Strident Palestine. Politisk Kronik. 


L’ Egypte Contemporaine. 

Marcy 1945. Economic relationship between the United States and Egypt : 
J. Lanpis. Le Financement de I’ Industrie en Egypte: A. Eman. De 
Vutilité du Libre Echange dans les relations économiques d’aprés guerre : 
AHMED Moussa. From Geneva to Yalta: N. Bentwico. Value of 
agricultural products and other commodities pertaining to agriculture 
for the years 1937-1942 : MaHmovup ANIs. 


Mirovoe Khoziaistvo i Mirovaia Politika (World Economy and 
World Politics), Moscow. 


No. 7, 1945. Parliamentary Elections in England: 1. Lemin. The End 
of Hitlerite Germany and the Situation in the Far East: V. AVARIN. 
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The League of Arab Countries: L. Vatouina. Bretton Woods and Eng. 
land’s Regional Currency Agreements: I.ZHLoBin. Problems of Economic 
Development in China : V. MASLENNIKOV. The Organisation of Research 
in American Industry : M. BoKSHITSKY. 

No. 8, 1945. Japanese Imperialism: Longstanding Foe of the Soviet 
Peoples: V. Avartn. The San Francisco Conference: E. ZHuxKov. 
Italy after the Banishment of the Fascist Usurpers: P. Lisovsky. Pre- 
liminary Results of the Economic War of 1939-1945: A. SHPEERT. 
International Aerial Communications: V. CHEPRAKOV. Documents 
Exposing Hitlerite Diplomacy : P. Bortsovsky. The Question of India’s 
Sterling Balances: S. Metman. Agriculture and the Condition of the 
Peasantry in [iberated France : M. Cote. 

No. 9, 1945. Controlled Economy and Planlessness in Capitalist Countries 
in War-time: E. Varca. The Berlin Conference of the Three Powers: 
I. Lemrn. Japanese Imperialism and its Aggression: Cu. Aipus. A 
Year of Polish Rebirth: I. GoupstTEIn. Roumanian Trade Unions in 
the Struggle for Democracy: N. Puxutov. The Influence of War on 
Agrarian Relations in China: E. Kovatov. France’s International 
Economic Agreements: V. Lusrmova. The Oil Industry in U.S.A. 
in the War Years : M. Kocan. 





NEW BOOKS. 
British. 


AcarwaLa (A. N.). Health Insurance in India. Allengunj, 
Allahabad : East End Publishers, 1945. 7’. Pp.iv + 145. 8s. 

[This book deals in more detail than the same author’s book on Social Insur- 
ance (noted below) with the special problems of Health Insurance, and being 
written later, takes full account of the proposals of the Adarkar plan.] 

Acarwata (A. N.). Pessimism in Planning. Allahabad: Kitab- 
Mahal, 1945. 7’. Pp.320. Rs. 5.12. 

[The author emphasises what he regards as the political difficulties of p i 
in India. In the main he finds these difficulties in the form of British contro 
over foreign financial relations. But he emphasises also the obstacles to rapid 
economic progress in shortage of trained man-power (which he largely ascribes to 
a backward educational policy) and in the fact that religion has (wrongly in his 
view) become an obstacle to economic progress. The author is not, as one might 
expect, antagonistic to planning. Rather he fears that the difficulties are for the 
moment too great.] 

Acarwata (A. N.). Social Insurance Planning in India. 
Allahabad: Dikshit Press, 1945. 7’. Pp. 218. 10s. 

[This book, completed in the main before the publication of the Adarkar plan of 
health insurance, surveys the needs of India for social insurance and attempts 
the financial problems involved.] 

Auten (G. C.). A Short Economic History of Modern Japan. 
London: Allen & Unwin, 1946. 84”. Pp. 200. 10s. 6d. 

[To be reviewed. ] 

Batu (H. H.). The Organisation of Electricity Supply in Great 
Britain. London: Electrical Press, Ltd., 1946. 84. Pp. xv + 323. 
21s. 

[To be reviewed.] 

CaRNEGIE (D.). Armaments with Security Explained. Aberdeen: 
University Press, 1945. 8}. Pp. 35. Is. 

[A proposal to mitigate the dangers of private competitive arms manufacture 
by creating international and national bodies through whom all arms orders 
would have to be placed, and who would be responsible for controlling arms 
exports. ] 
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Distribution. The Case for a National Census. London: Fabian 
Publications and Victor Gollancz, 1946. 8”. Pp. 29. ls. 

[This pamphlet is a slightly amended version of the evidence in favour of a Cen- 
sus of Distribution given by the Fabian Society to the Board of Trade Committee 
that has since reported on the need for such a Census. The pamphlet discusses 
the whole question of distribution in general terms and emphasises the difficulty 
of tackling the problems until more statistical evidence is available. ]} 

The Distribution of Population in the Cape Division, 1865-1936. 
Cape Town University : School of Social Science, 1945. 13’. Pp. 20. 

[This roneo-ed report shows the changes in the population, its geographical 
distribution and ethnic composition since 1865.] 

Ganput (M. P.). The Indian Sugar Industry (1944 Annual). 
Bombay : Gandhi & Co., 1945. 94’. Pp.xxxvi+ 90+ 29. Rs.6.8. 

(This annual publication follows its usual pattern and provides statistics and 
a record of events of 1943-4 and, in many respects, also for the 1944-5 season. ] 

GanpuI (M.P.). Problems of Sugar Industry in India. Scope and 
Prospects of Re-organisation in Post-war Period. Bombay: Gandhi 
& Co., 1945. 93”. Pp. xxxv + 266 + xviii + 30. Res. 12. 

[A detailed statistical study of the Indian sugar industry, which gives the 
fullest information of its organisation, marketing methods, location, the costs 
involved in its protection, the methods of war-time control, and the like.] 

Gray (A.). The Socialist Tradition, Moses to Lenin. London: 
Longmans, Green, 1946. 8}. Pp. x + 523. 2ls. 

[To be reviewed.] 


Harrop (R. F.). A Page of British Folly. London: Macmillan, 
1946. 7}. Pp. 60. 1s. 6d. 
[To be reviewed.] 


Hayek (F. A.). Individualism: True and False. Dublin: 
Hodges, Figgis & Co.; and Oxford: B. H. Blackwell, 1946. 8”. 
Pp. 38. 


[To be reviewed. ] 


Hvoxkz (A. H.). Economics as Applied to Production and Fac- 
tory Organization. London: Mitre Press, 1946. 84”. Pp. 139. 
15s. 

[This is a difficult book to appraise. Of economics, ordinarily so called, 
it contains practically nothing. It is concerned primarily with the problems 
of administrative organisation and system—problems of great importance 
to industrial efficiency and smooth running. Its approach seems, to an economist 
at least, to be almost entirely practical rather than philosophical : it is relatively 
little concerned with the question of deducing general principles of universal 
application. Its value is mainly for the man of action, with a standard problem 
to tackle. ] 

The Institute of Actuaries Year Book, 1945-1946. Cambridge : 
University Press, 1945. 84’’. Pp. xii + 241. 

[This contains the usual information regarding the profession of actuary, 
the examinations, syllabus and similar topics. } 

The Journal of the Bradford Textile Society. Session 1944-45, 
Bradford and London: Watmoughs, Ltd., 1945. 7”. Pp. 91. 
10s. 6d. 

[This Record of Proceedings contains summaries of papers by a variety of 
authors, some on technical matters, but several also on the economic prospects 
of the industry and on the possibilities of export. ] 

Ketty (J. P.). Aquinas and Modern Practices of Interest Taking. 
Brisbane : Aquinas Press, 1945. Pp. 78. : 

[Reviewed in this issue.] 
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Oszorn (F. J.). Green-Belt Cities. London: Faber & Faber, 


1946. 8}. Pp.191. 12s. 6d. 

(Mr. Osborn discusses not only the problems of town-planning, lay-out, 
architecture and planting, but also those of finance. He draws mainly on the 
experience of Welwyn and Letchworth in this and other respects. } 


Pattn (E.). La Bonne Monnaie. Essais sur la monnaie et les 
échanges. Paris: Recueil Sirey, 1945. 10”. Pp. xiii + 457. 

[To be reviewed. ] 

Rao (V. K. R. V.). Planning Economic Transition from War to 
Peace in India. Bombay: Vora & Co., 1945. 7}. Pp.80. Rs. 1.8. 

[Prof. Rao sets out to see how the transition can be planned so as to provide, 
first, the speediest relief for the consumer; second, employment for those 
released from the forces and war industries; third, a base for a planned economy 
in India. He has a large number of concrete proposals to make for the achieve- 
ment of these ends.] 


Rao (V. K. R. V.). The Post-war Rupee. New Delhi: Indian 
Council of World Affairs (Oxford University Press), 1945. 7’’. Pp. 
48. Re. 1. 

[After surveying the problems of stabilisation and the arguments on each 
side, Prof. Rao comes down in favour of making no change in the exchange 
value of the Rupee, but suggests that the Reserve Bank should be under obliga- 
tion to give Rupees only in return to that volume of sterling which is backed 
by import bills. He would look for a decline of Indian prices to a level about 
60% to 80% above pre-war. He keeps an open mind about the long-term 
exchange rate and its linkage with other currencies. He would have India give 
general support to an international currency organisation, with some special free- 
dom to revise rates at the end of a defined transitional period. He insists on 
the importance of orderly liquidation of India’s sterling balances. ] 

Reconstruction in the Pottery Industry. Manchester : Co-operative 
Printing Society, 1945. 9}. Pp. 40. ‘6d. 

[This brief plan for the reorganisation of the pottery industry is put out by 
the industry’s trade union. Much of the space is devoted to wages and working 
conditions but the more fundamental problem of what to produce, who for, 
and how to produce it, is not neglected. Exports are considered possible of both 
high-grade ware designed for the American market and of mass-production for 
Europe; but this dual policy is thought to be feasible only if the industry is well 
under Government control. Self-government by joint control of trade unions 
and employers is rejected, and complete nationalisation accepted only as a 
long-term policy. The immediate saedinn, aiveriel is a ‘slum clearance ” 
of obsolete factories and a licensing of those factories only that agree to certain 
standards of work, to costings and to the full provision of information. Govern- 
ment finance is advocated for rebuilding; and also better trained management 
on the personal, technical and commercial “ sides.’’ ‘‘ The British pottery 
industry has lagged seriously behind its foreign competitors even in such matters 
as the study of export-market requirements, knowledge of languages, and the 
preparation of catalogues and sales literature.’’] 


Selling Tomorrow’s Production. Montreal: McGill University, 
1945. 9’’. Pp. 78. Paper-bound $1.00. Cloth-bound $1.50. 

[These are six lectures delivered at McGill dealing with marketing problems 
of the future in Canada. The first and best two (by Canadians) deal with the 
economics and characteristics of the Canadian market, the others—on market 
research, production design, selection of sales staff, and on advertising—are by 
Americans and cover familiar ground. Gilbert Jackson brings out vividly some 
peculiarities of the Canadian market: the high costs and seasonal difficulties 
of transport and distribution, the seasonal unemployment caused by the climate, 
the influence of New York upon the fashion in Eastern Canada. He reinforces 
the conclusions reached in the C.P.R.B. Report on ‘‘ The Impact of the War on 
Civilian Production ’’—that despite the impressively high production of munitions 
in Canada, civilian standards during the war were actually higher than before. 
Mr. Jackson’s view is that there must be a substantial increase in the retail cost- 
of-living index in the post-war period in Canada (the lecture was delivered before 
VE Day). Prices in Canada during the war were controlled more successfully 
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and with smaller increases than in the States or the U.K. And if prices do not 
rise—and it will be difficult to stop them—some adjustment in the external 
exchange rate will clearly be necessary. Mr. McEachran begins by discussing 
the change in the age coontitablon of the population, though the problems which 
this causes are still a little remote in C compared with the U.K. Canada 
is becoming more urban and also less British, and his most astonishing statistic 
is that the percentage speaking only French increased between 1931 and 1941 
from 15% to 19%. And of significance is that in the past 60% of Canadian 
immigrants have moved on elsewhere—presumably to the States, thereby 
escaping some of the quota restrictions. He rightly stresses the importance 
of branch plant production, the parent (generally American) supplying sub- 
stantially a proportion of the fabricated import of the branch factories. In the 
war this made necessary the Hyde Park Agreement to support the increased 
production of munitions in Canada itself, for Canadian oul depended upon 
American engines, and Canadian tanks m American special steels. To those 
concerned with Canadian munitions alain the most striking fact was the 
growth of engineering industry between the wars. In 1914-18 Canada made little 
beside 6-in. shells and M.T. In 1939-45 she made tanks, guns, aircraft, radar, 
a great range of ammunition, many ships, and this production was excellently 
organised and controlled by Ottawa. She finished the war one of the major 
industrial countries of the world, but still very dependent upon other countries. 
During the war she increased her imports from the U.S. that she might export 
more to U.K. and Russia—which links will be stronger in the post-war? On 
this wider aspect of ‘‘ Selling Tomorrow’s Production ” much depends. } 


Smita (W.). Physical Survey of Merseyside. A background 
to town and country planning. Liverpool: University Press, 1946. 
8”. Pp.97. 5s. 

[To be reviewed. ] 


WIcGLEswortH (F.). The Money of Democracy. London: 
St. George Book Co., 1945. 74’. Pp. 127. 6s. 

{Mr. Wigglesworth advocates an International Credit Bank with an inter- 
national unit of account—‘* Norma ’’—whose value will be determined by an 
index based on a geometric average of all the principal primary products weighted 
according to their importance. ‘‘ Any deviations will be regarded as an indica- 
tion po of inflation or deflation to be instantly corrected by ordinary banking 


methods.” ‘‘ The Credit International will not seek to regulate the exchanges 
of its subscribers. It will simply supply the fulerum by which they can do it 
for themselves.” ‘‘ The Credit International will regulate the value of ‘ Norma’ 


primarily by its functions and sales of dollar or sterling securities.” ] 


American. 


Capital Goods Industries and Postwar Taxation. Chicago: 
Machinery and Allied Products Institute, 1945. 9’. Pp. 22. 

[This paper of the Machinery and Allied Products Institute, prepared for sub- 
mission to the Joint Committee on Internal Revenue Taxation, begins by con- 
sidering the possible causes of deficiencies of investment. It rejects the idea of a 
decline in investment opportunities due to maturity of the U.S. economy: the 
developments of science and engineering have never been greater. It argues 
that the main reasons are heavy taxation of the rewards of investors. It ends 
with various proposals for diminishing taxation that inhibits enterprise.] 

CARDWELL (ANN Sv). The Case for Poland. Michigan: Ann 
Arbor, 1945. 9’. Pp.92. 25 cents. 

[This pamphlet seeks to give a neutral and dispassionate account of the 
Russo-Polish problem.] 

Cuase (S.). Tomorrow’s Trade. Problems of our Foreign Com- 
merce. New York: Twentieth Century Fund, 1945. 7}. Pp. 
x+ 156. $1.00. 

[This is the fifth of a series of six volumes which Stuart Chase is writing for the 
Twentieth Century Fund. After setting the political and economic background, 


the author concludes that five things are necessary for better U.S. foreign trade : 
full employment at home; a clear view of import requirements and their release 
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from high tariffs; a ‘* stuff for stuff ” balance of imports and exports to build up 
the economic strength and standard of living of friendly nations; the adoption 
of Bretton Woods and of such international agencies as are necessary to control 
cartels, air traffic migration, commodities, and the like; finally, “‘ no permanent 
Santa Claus program.”’] 


CopLanD (D. B.). The Road to High Employment. Cambridge, 
Mass.: Harvard University Press (Oxford University Press), 1945. 
v's Pp. 137. 10s. 

[To be reviewed. ] . 


DanaHER (E.). Apprenticeship Practice in the United States. 
Business Research Series No. 3. Stanford University, California : 
Graduate School of Business, 1945. 9”. Pp. 60. 75 cents. 


[This small study of apprenticeship methods reaches a number of conclusions— 
too detailed to be summarised—as to the terms and conditions of apprenticeship 
that are desirable. | 


DorrMan (J.). The Economic Mind in American Civilization, 
1606-1865. 2 vols. New York: Viking Press, 1946. 8}. Pp. 
xii + 987 +]v. $7.50. 

[Reviewed in this issue. ] 


Financing American Prosperity. A symposium of economists. 
New York : Twentieth Century Fund, 1945. 9’. Pp. 508. $3.00. 


[Reviewed in this issue.] 


Fisher (Invinc). 100% Money. New Haven: City Printing 
Company, 1945. 8’. Pp. 257. $1.00. 


(This is a third edition of a book which first appeared in 1935 and was reviewed 
by Prof. D. T. Jack in the Economic JouRNAL of March 1936.]} 


_Frrepman (Mitton) and Kuznets (Smvon). Income from In- 
dependent Professional Practice. New York: National Bureau of 
Economic Research, 1945. 9’. Pp. xxxiii + 599. $4.50. 

[To be reviewed. ] 


Jasny (N.). The Wheats of Classical Antiquity. Baltimore, 
Maryland : Johns Hopkins Press, 1944. 9’. Pp.176. $1.75. 

[An authoritative monograph which aims to determine the botanical identities 
of the various wheats grown in classical times. The author criticises historians 
etn, ra translation and for following out-of-date identifications by the older 

anists. 


JORDAN (V.). Manifesto for the Atomic Age. New Jersey : Rutgers 
University Press, 1946. 7’. Pp. 70. $1.50. 

[This stimulating essay starts by looking backwards to the forces that made 
ne! attern of the economic and political system of the age of the industrial 
boca tions, and then moves forward to the changes in emphasis as the age of 
machines based on coal and iron gives way to the new age of chemicals and 
electronics. But somehow Dr. Jordan does not follow the trains of thought that 
would present themselves to most of us in Europe: the increasing liberation 
from toil ; the growing importance of ways of living rather than of ways of working; 
the reconciliation of culture and civilisation with machine minding. He is more 
concerned with the growing importance of collective actions and thoughts as 

individual and personal actions and thoughts, but mainly in the working 
world, as contrasted with the world of culture and leisure. He sees the growth 
and acceptance, both in internal and external economic policy, of “the idea of 
collective action, usually compulsory, in applying the principle of unlimited 
government power and responsibility.”’] 


Mints (L. W.). A History of Banking Theory in Great Britain 
and the United States. Chicago: University of Chicago Press 
(Cambridge University Press), 1945. 9”. Pp.319. 20s. 


[Reviewed in this issue. ] 
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PLANNING PamMpPHLETS. No. 49. Washington, D.C.: National 
Planning Association, 1946. 7}. 25 cents. 

[This pamphlet is entitled A Retirement System for Farmers and is the work of 
Murray R. Benedict. The author and the N.P.A.’s Agriculture Committee 
which considered it both reach the conclusion that there are important gaps in the 
existing Social Security legislation which need to bo filled. These particularly 
affect both self-employed farmers and farm employees. ] 

Scuuttz (T. W.). Agriculture in an Unstable Economy. New 
York and London: McGraw-Hill Book Company, 1945. 9’. Pp. 
xix + 299. $2.75. 


[Reviewed in this issue. ] 

ScuwarTz (H.). Seasonal Farm Labor in the United States. 
New York: Columbia University Press (Oxford University Press), 
1945. 8’. Pp. xiv +172. $2.25 (15s. 6d.). 

[This monograph deals with the problems of the 3 million or so hired seasonal 
farm workers of the U.S., and especially in fruit and vegetable and sugar-beet 
production.] 

Wytiz (G.). Industry in Latin America. New York: Columbia 
University Press, 1945. 9’’. Pp.371. $4.00. 

[To be reviewed.] 

ZuRCHER (A. J.) and Paces (R.) (Ed.). Postwar Goals and Econ- 
omic Reconstruction. New York University: Institute on Postwar 
Reconstruction, 1944. 8”. Pp. xii + 304. 


[This is a symposium of addresses delivered at the Second Series of Conferences 

of the Institute on Post-War Reconstruction. Among the speakers here re- 

rinted are Leon Henderson, Leverett Lyon, Benjamin Higgins, Gardiner Means, 

abel Newcomer, Alvin Hansen, Thurman Arnold, W. C. Clark, Eugene Staley, 
Calvin Hoover.] 


Belgian. 


DrcHEsNE(L.). La Localisation des Diverses Productions. Régles 
rationnelles déduites de l’expérience. Brussels: Les Editions Comp- 
tables, Commerciales et Financiéres, 1945. 10’. Pp. 240. 

[To be reviewed.] 


Gorrart (A.). L’Economie de Paix et le Réle del’Etat. Brussels : 
Editions Publior, 1945. 8}’’. Pp. 133. 


[This book deals with technical progress and output per head, exchanges, 
loans, the monetary system, international economic relations and taxation. ] 


Dutch. 


TINBERGEN (J.). International Economic Co-operation. Amster- 
dam: Elsevier, 1945. 8’. Pp. 208. 
[To be reviewed. ] 


French. 


Damatas (B. V.). L’Cuvre Scientifique de Frangois Simiand. 
Paris: Presses Universitaires de France, 1943. 94". Pp. 266. 
Fr. 80. 

[This is the first comprehensive study on the French economist and sociologist 
Simiand. It is due to one of his disciples, who has performed his work with 
great care and understanding, and with charming modesty, yet in a critical 

irit. The volume is divided into two parts, the first containing an analysis of 

Simiand’s principal writings (in the first place of his great work Wages, Social 

and Money), the second a critical appreciation. The main features 

of Simiand’s thought are: the rejection of all a priori theory in economics, and 
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the attempt to base generalisations on the direct observation of statistical series; 
a theory of economic development based on technical progress, particularly on 
the gold discoveries; the central place given to money as the prime mover of 
economic change. ] 

HELBRONNER (H. H.). France et Occident Européen. Paris: 


Editions Spid, 1945. 7”. Pp. 51. 
[A lecture now published in the series of pamphlets issued by the Comité 
d’Action Economique et Douaniére.] 


Proarp (R.). La Reconversion Economique aux Etats-Unis, 
Paris : Editions Spid, 1945. 7’. Pp. 85. 

[A pamphlet in the series of the Comité d’Action Economique et Douaniére,] 

Rist (C.). Précis des Mécanismes Economiques Elémentaires, 
Paris: Librairie du Recueil Sirey, 1945. 9”. Pp. 375. 

[To be reviewed. ] 

Ruerr (J.). L’Ordre Social. 2 vols. Paris: Librairie du Recueil 
Sirey, 1945. Pp. 743. 


[These volumes develop a criticism of inflation into a dogmatic theory of poli- 
tics. A basis of pure theory is first laid: it goes no farther than an exposition 
of prices under perfect competition (hardly far enough, some may think, to bear 
the political superstructure added). An examination of values in a moneyless 
society then provides the grounds for a theory of individual rights to property. 
An analytical transition is thus provided for the view that, when money is added, 
these rights should be fully protected. If they are, they continue true rights 
(“‘ vrais droits ’’), if not they become false rights (** faux droits’’). It,is then shown 
how property rights can be and have been falsified through budget deficit finance 
and inflation. The argument is ingeniously and thoroughly worked out by trac- 
ing the reactions, under convertible and inconvertible money systems, to short- 
term Treasury finance, selling short securities at higher than market rates. 
This leads finally to an interesting attack on rationing and price fixing. These 
are shown as the inevitable result of continuing deficit finance: the final doom 
being complete planning and loss of liberty—the Hitler State. The sympathies 
of British readers will be constantly aroused by the obvious sufferings and gal- 
lant reactions out of which such works as this have grown. But on purely 
theoretical grounds they may well wonder whether the basis of the argument 
is wide and deep enough. ‘The difficulties which we consider most pertinent 
to state finance-fluctuations in employment and output, monopoly restriction, 
rates of saving and investment—these get no attention. Yet they impose the 
need for a more radical analysis of the relation of the individual to society than 
can be achieved on the basis of nostalgia for ‘‘ avant 1914.”” Absolute individual 
rights within the permitted spheres are hardly an adequate solution to-day. 
Again, the moneyless community is a mere hypothesis. e all have to accept 
some risk of depreciation; and the claim to an absolute individual right to an 
unchanged return for his money is unrealistic. It is a question of how much 
we should tolerate. And here we can certainly all agree with M. Rueff that the 
effects and extent of such “lying ”’ finance should be patent and understood; 
and that taxation or voluntary loan, or democratically authorised restriction by 
government, are the honest and wise, and should be the normal and predominant, 
methods of finance. The French is not easy, and perhaps only specialists should 
be encouraged to tackle this long journey. The author admits to considerable 
repetition, so eager is he to drive home his lesson. But the occasional sidelights 
on recent French conditions will make a warmer appeal to the interest and 
sympathy of British readers than the mere logic of the argument. } 


ZEELAND (P. van). Belgique et Occident Européen. Paris: 
Editions Spid, 1945. 7”. Pp. 53. 

[Another lecture in the series published by the Comité d’ Action Economique 
et Douaniére. ] 


Spanish. 
Bernacer (G.). La Doctrina Funcional del Dinero. Madrid: 
Instituto de Economia ‘‘ Sancho de Moncada,” 1945. 8}. Pp. 364. 
[To be reviewed. ] 
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Swedish. 


Axrerman (J.). Ekonomisk Teori. I. De Ekonomiska Kalkyl- 
erna. 1939. Pp. 286. II. Kausalanalys av det Ekonomiska Skeen- 
det. 1944. Pp. 661. Lund: C. W. K. Gleerups Forlag. 9}’’. 

[To be reviewed.] 


Wo.tp (Herman). A Synthesis of Pure Demand Analysis. Parts 
I, TI and IIT. Uppsala: Almqvist & Wiksells Boktryckeri, 1943 and 
1944. 9”. Pp. 33, 43 and 51. 

[Reviewed in this issue.] 


Swiss. 


Amonn (A.). Das Lohnproblem. Berne: A. Francke AG Verlag, 
1945. 8”. Pp. 78. 


[To be reviewed. ] 


Amonn (A.). Volkswirtschaftliche Grundbegriffe und Grund- 
probleme. Berne: Verlag A. Francke AG, 1944. 9’. Pp. 221. 
[To be reviewed.] 


Boéurt (H.). Grundsiétze und Methoden zur Ermittlung der rich- 
tigem Wéahrungsrelation zum Ausland. Berne: A. Francke AG 
Verlag, 1944. 9’. Pp. 175. 

[To be reviewed. ] 


Bouter (E.). Grundlehren der Nationalékonomie. Berne: Ver- 
lag A. Francke AG, 1944. 9’. Pp. 240. 
[To be reviewed.] 


Kavtia (R.). Beitrige zur Entstehungsgeschichte des Geldes. 
Berne: A. Francke AG Verlag, 1945. 84’. Pp. 68. 


[To be reviewed. ] 


MarpacH (F.). Theorie des Mittelstandes. Berne: Verlag A. 
Francke AG, 1942. 84’. Pp. 425. 


[To be reviewed. ] 


Rouner (K.). Die schweizerischen Wirtschaftsvertretungen im 
Ausland. Berne: Verlag A. Francke AG, 1944. 9”. Pp. x + 136. 
[To be reviewed. ] 


Satin (E.). Geschichte der Volkswirtschaftslehre. Berne: Ver- 
lag A. Francke AG, 1944. 9’. Pp. 224. 
[To be reviewed. } 


ScHWENTER (J. J.).  Kapitalexport und zwischenstaatliche Waren- 
bewegungen. Berne: Verlag A. Francke AG, 1945. 9’. Pp. 
viii + 90. 

[To be reviewed. ]} 


Official. 
BritIsH. 


Location and Effects of Wartime Industrial Expansion in Canada, 
1939-1944. Ottawa: Department of Reconstruction and Supply, 
1946. 14’. Pp. vi + 65. 

[A roneo-ed Report, complementary to the Canadian Government White Paper 
on Employment and Income, which gives in detail the changes in the industrial 
employment and its location which have resulted from the war.] 
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Annual Statement of the Trade of Southern Rhodesia with British 
Countries and Foreign Countries, 1944, compared with the Year 1943, 
Salisbury : S. R. G. Stationery Office, 1945. 13’. Pp. 150. 


Report of the Commission of Enquiry into the Mining Industry 
of Southern Rhodesia. The Rhodesian Printing and Publishing 
Company Ltd., for the Government Stationery Office, 1945. 13”, 
Pp. 80 + xvii. 

[This Report of a Committee under the Chairmanship of Professor S. H. 
Frankel is mainly concerned with various aspects of the problem of mining in 
Southern Rhodesia—the decline in gold production, the effects of taxation on 
mining enterprise, the supply of native labour, of power, and so on. But it con. 
tains a great deal of other valuable information regarding the general economy 
of Southern Rhodesia, including national income estimates for the years 1924— 
1943. These, it is interesting to note, omit all the output of native self-subsistence 
agriculture, chiefly on the ground of lack of information. } 

Report on the Development of Secondary Industries in Northern 
Rhodesia. By W. J. Busschau. Lusaka: Government Printer, 
1945. 94’. Pp. 91. 2s. 6d. 

[At first sight it seems faintly ridiculous that a country which has a European 
population of under 20,000—about that of an English country town—and a native 
population of less than 1} millions should be pursuing the fashionable idea of 
expanding its secondary industries. Northern Rhodesia has grown rich on 
unequalled copper resources, and there have been few instances in which specialisa- 
tion has been more profitable. But the territory suffers from every oscillation in 
the copper market, and runs the risk of developing its population and services 
on the basis of a wasting asset. Some search for secondary industries is therefore 
defensible. The search, however, has not been very successful. For the truth 
is that the scale of the market permits of few profitable developments on local 
account, and distances and high transport costs make developments for world 
markets equally unprofitable. While the Report has a few minor suggestions to 
make it holds out little real hope to anyone who will read between the lines.] 


League of Nations. 


Industrialization and Foreign Trade. Geneva: League of Nations 
(London: Allen and Unwin), 1945. 9”. Pp. 171. 7s. 6d. 

[To be reviewed. ] 

Moors (W. E.). Economic Demography of Eastern and Southern 
Europe. Geneva: League of Nations (New York: Columbia Uni- 
versity Press; London: Allen & Unwin), 1945. 9”. Pp. 299. $3.00. 

[To be reviewed. ] - 














Journal of Business Monograph 


THE INTERNATIONAL ECONOMIC 
POSITION OF NEW ZEALAND 


GEORGE H. BROWN 
University of Chicago 
A documentary study presenting detailed information on three important 
points in economic theory. 
The usefulness of “classical” international trade theory 
in describing adjustments to changes in foreign demand. 


Anticipations vs. propensities as forecasters of buying 
behavior in periods of changing national income. 


The “‘ budget-balancing ” vs. “‘ deficit financing ” methods 
of combating business depression. 


Journal of Business of the University of Chicago 
Vol. XIX, No. 2, Part 2. April 1946. Price $1.50 


THE UNIVERSITY OF CHICAGO PRESS 
5750 Ellis Ave. Chicago 37, Il. 








THE EUGENICS REVIEW 


Articles, news items and editorial comments on demographic and eugenic problems, 
with particular reference to the biological consequences of measures proposed and 
adopted for influencing reproduction rates, are published in every issue of the 
Review. Attention may also be drawn to such: special features as the regula 
articles on current demographic trends, and to the notices of books, abstracts 
of periodicals, notes and memoranda and correspondence. 
Published Quarterly—January, April, July, and October—at 3s. post free (12s. a year). Free to 


Fellows and Members of the Society. The Eugenics Society, 69 Eccleston Sq., S.W.I. 
Macmillan & Co., St. Martin’s Street, W.C.2. 





ECONOMICA 


Published Quarterly 


26th Year New Series, Vol. XIII, No. 50 May, 196 
CONTENTS 

THE RELATION OF ECONOMIC HISTORY TO ECONOMIC THEORY .... me .. T. S, Asuton 

RURAL POPULATION IN ENGLAND AND WALES 1911 and 1921 nae he A. L. Bowitr 

THE CLASSICAL VIEW OF THE ECONOMIC PROBLEM ... aa i wt ... Ha Myor 

THE ECONOMICS OF PLANTING DENSITY IN RUBBER GROWING ... pe ... P. T, Bam 


BOOK REVIEWS 
BOOKS RECEIVED 





The price of ECONOMICA (NEW SERIES) is 5s. Od. a number, or 188. per annum, post free. A special rate of 
15s. has, however, been authorised in respect of Feliows of the Royal Economic Society. Copies can be 
obtained on order from any bookseller or from the Publications Department at the London School of Economics, Hougites 
Street, London, W.C.2, to which address all subscriptions and business communications should be sent. 
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JOURNAL OF THE ROYAL STATISTICAL SOCIETY 
(Vol. CVIII, 1945, Parts III-IV) 


The Fatality Rate of Measles : A Study ofits Trend in Time. Lt.-Col. W. Butler, M.B. 
(With discussion). 


The Analysis of Market Demand. a one wis ne ei «. Richard Stone 
(With Discussion) 


The Industrial Distribution of the Population of Gt. Britain in July, 1939. 
(With discussion)... ... 0. <_< ae Sel H. Frankel 


Wholesale Prices in 1944. ... ae en seal aie ‘on The Editor of The Statist 
(Papers read and discussed) 


Price ROYAL STATISTICAL SOCIETY Annual Subscription 
10/- 4, Portugal Street, London, W.C.2 (post free) 41/- 








THE POLITICAL QUARTERLY 


April-June, 1946 Volume XVII, Number 2 
Patterns of Power in the Arab Middle East By ‘‘ HEnricus”’ 
The Big Two and Ourselves By Avaric JACOB 
Political Education in the Tropical Far East By J. S. FuRNIVALL 
The Population Problem By Srr Wiii1aM Beveripce, K.C.B. 
Shareholders’ Charter By A, Emit Davies 
The Integral University By C. H. WapDINGTON 
Personal Incentive and Public Service By GEOFFREY VICKERS 
Demobilization Defects By F. Grorce 
5s. Annual Subscription £1 post free. 


Published by Turnstile Press Limited, 10 Great Turnstile, London, W.C.r 








INTERNATIONAL LABOUR REVIEW 


(Published monthly in English, French and Spanish, by the 
International Labour Office) 

Articles by recognised authorities on all aspects of social policy, national and 
international. 
Industrial and Labour Information, including up-to-date news on Social and 
Economic Policy, Industrial Relations, Employment, Conditions of Work, Social Insurance 
and Assistance, Living Conditions, Co-operation, Employers’ and Workers’ Organisations, 
etc., in all parts of the world. 
Statistics of Wages, Unemployment, Cost of Living, Hours of Work, etc. 
Price: 50 cents; 2s. Annual Subscription: $5; 21s. 

A specimen copy and catalogue of recent publications, which include studies on reconstruction, recent develop- 
ments in the field of social security, economic conditions, co-operation, and the problems of the disabled, will be 


sent on application to the International Labour Office, 3430 Drummond Street, Montreal 25, Canada, or to the 
Office, 38 Parliament Street, London, S.W.1. 
Publishers in the U.K. Messrs. George Allen & Unwin Ltd., Ruskin House, 40 Museum Street, 
London, W.C.1. Specimen copy and catalogue of recent publications on application to the I.L.O., 
3480 University St., Montreal, Canada, or to the London Office, 38 Parliament St., London, S.W.1. 
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THE REVIEW OF ECONOMIC STUDIES 
Contents of No. 32 (Vol. XII, No. 2) 

1. The Economies and Diseconomies of Industrial Concentration; The Wartime 

Experience of Coventry By A. SHENFIELD and P. SARGANT FLorencg 
2. Some Consequences of the Habit of Judging Quality by Price By T. De Scrtovsxy 
3. A Note on Selling Costs and the Equilibrium of the Firm J. P. Havas 
4. A Note on the Theory of Tariffs Henri Dems 
5. A Note on Arc Elasticity of Demand J. GALLEGO Diaz 
6. Advertising Costs and Equilibrium—aA Correction E. H. CHAMBERLIN 
7. The Work of Erwin Rothbarth M. Kareckr 
Annual subscription, 7/6 post free. Price : Per Issue, 4/- ; 4/3 post free. 
Communications to the Secretary of the Review of Economic Studies, 4 Trumpington Street, 

Cambridge. 














THE MANCHESTER SCHOOL of Economic and Social Studies 


Vol. XIV, No. 2 CONTENTS May, 19% 
Manpower Distribution 1939-1945, Some International Comparisons C. T. SAUNDERS 
Future Competition between National and Synthetic Rubber P. T. BAUER 
Second Thoughts on the White Paper on Employment Policy J. JEWKEs 
Polanyi’s Full Employment and Free Trade J. C. GILBERT 
The Manchester City Plan R. N. SPANN 
Reviews 


‘The Manchester School’ is published three times a year. The annual subscription is 10s. post 
free and should be sent to The Secretary, ‘‘The Manchester School”, The University, 
256, Oxford Road, Manchester. 








OCCUPATIONAL PSYCHOLOGY 


Quarterly Journal of Industrial and Vocational Psychology 


CONTENTS OF APRIL, 1946 ISSUE 
The Institute’s New President 


The Psychology of Participation .. eo ... By Gordon W. Allport 
An Experiment with Group Methods in the Selection « of Trainees for Senior 

Management Positions iv ove By John Munro Fraser 
Some Psychological Views on Salesmanship on .. By R. W. M. Krauss 
Widening Horizons in Vocational Guidance ... re _ ... By Alec Rodger 
Staff Transfers and Promotions ... ‘ me es = ... By J..V. Bosly 
The Short Personnel Selection Interview oi - ... By B. D. Misselbrook 


Book Reviews 
Review of Report 
Annual Subscription £1 
National Institute of Industrial Psychology, Aldwych House, London, W.C.2 
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THE AMERICAN ECONOMIC REVIEW 


Volume XXXVI CONTENTS March, 1946 
Law and Economics ... con —_ ee ... I. L. SHARFMAN 
National Budgets and National Policy . : --» | JAcoB Mosak 


Psychological Analysis of Economic Decisions and Expectations GEORGE KATONA 
Shortcomings of Marginal Analysis for Wage-Employment Problems 


. A. LESTER 
Note on Hick’s Theory of Invention a oan a “a a G. F. Broom 
The Soviet Union’s War Budgets .. - bes née coe = wees Tk. A. SUMBERG 
Family Size and Residential Construction aa ion — ae Eric SCHIFF 


Communications, Reviews, Periodicals, and Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication 
of the American Economic Association and is sent to all members. The annual 
dues are $5.00. Address editorial communications to Dr. Paul T. Homan, editor, 
AMERICAN ECONOMIC REVIEW, Cfo Brookings Institution, 772 Jackson Place, 
Washington D.C. (temporary address); all other communications to the Secretary, 
American Economic Association, Northwestern University, Evanston, Illinois. 








THE CANADIAN JOURNAL OF ECONOMICS & POLITICAL SCIENCE 


VOL. XII, No. I. FEBRUARY, 1946 
ARTICLES 
The Impact of Sudden Accessions of Treasure upon Prices and Real — z. H. Micueur 
Canada’s Internal Security od ... Lester H. Patrups 
The Informal Organization of the Medical Profession ite one owe at +» Oswatp Hai 
Arctic Survey 
VII Administration of the Canadian Northland a oes ov on «. C. C, Lincarp 
NOTES and MEMORANDA 
The Administration of the Income War Tax Act “a she ne = D. A. MacGrpBon 
The Bristol Papers: A Note on Patronage .. Norman Warp 
Report of the Royal Commission on the Taxation ‘of Annuities and Family Conger any - oe 
ILSON 


BIBLIOGRAPHY of CANADIAN ECONOMICS 
REVIEWS of NEW BOOKS 


ANNUAL SUBSCRIPTION $3.00. SINGLE COPIES $1.00, 
Members of the Royal Economic Society may subscribe to this pee through the Secretary of the Society 
at the reduced rate of 6s. 
Published for the Canadian Political Science Association. Seeciieeiingharer: C. B. Macpherson, 273 Bloor St. W., 
Toronto 5, Canada. 














THE SOUTH AFRICAN JOURNAL OF ECONOMICS 


Editors : S. HERBERT FRANKEL, Rosert Lesuiz, C. S. Ricuarps. 


CONTENTS OF VOL. 13, NO. 3, SEPTEMBER 1945. 


ECONOMIC INCENTIVES IN THE POST WAR WORLD (Presidential Address) By Professor C. S. RICHARD 
THE ECONOMIC DEVELOPMENT OF THE CAPE UNDER VAN 


» Part Ill. By H. M, Rosertson 

FULL EMPLOYMENT AND THE FUTURE OF INDUSTRY By Professor W. H. Hutt 
INDUSTRIAL POSSIBILITIES AND POTENTIALITIES OF NORTHERN 

RHODESIA, Review Article By Professor C. S. Ricnarps 


THE EXPANSION OF MANUFACTURING INDUSTRY IN THE UNION, 
Review Article By W. J. Busscnau 


Reviews: Union Official Publications ; Recent Periodicals and New Books. 
Single Copies at 6s. per copy, obtainable from the Central News Agency Limited, and all leading booksellers. 


Overseas Agents for subscriptions {1 1s. 0d. per annum, and single copies (6s. each) Messrs. P. S. King and Staples, Ltd., 
Orchard House, 14, Great Smith Street, Westminster, London, S.W. 1. 


Subscriptions to the Journal, £1 1s. Od. per annum and enquiries re advertisement tariffs to the Chairman, Board of Manage- 
ment, P.O. Box 5316, Johannesburg. 
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ECONOMETRICA 


JOURNAL OF THE ECONOMETRIC SOCIETY 
Published quarterly Subscription : $7.00 per year 


The Econometric Society is an international society for the advancement of 
economic theory in its relation to statistics and mathematics. 


Subscriptions to Econometrica and inquiries about the work of the Society and the 
procedure in applying for membership should be addressed to ALFRED Cowtgs, 
Secretary and Treasurer, The Econometric Society, The University of Chicago 
Chicago 37, Illinois, U.S.A. 





THE ECONOMIC RECORD 
The Journal of the Economic Society of Australia and New Zealand 


PUBLISHED HALF-YEARLY IN JUNE AND DECEMBER 


CONTENTS, JUNE, 1945. The Australian War Economy, November, 1944-May, 1945—H. Burton. Some 
Aspects of Full Employment-II—J. M. Garland. Rents in Melbourne—W. Presi. Professor 
Production Function—J. Williams. Trends in the Concentration of Operations of Australian 
Industries, 1923-43—C. P. Haddon-Cave. Economic Problems of Control in the Milk Industry—C. D, Finck, 


Single copies 5s. (Australian). Annual Subscription ros. (Australian). 
(Fellows of the Royal Economic Society may subscribe at 6s. a year, payable through that Society) 
In all other cases subscriptions should be sent to the publisher 
The Manager, The Melbourne University Press, Melbourne N.3, Victoria, Australia. 





SANKHYA INDIAN JOURNAL OF STATISTICS 


FREE TO MEMBERS 


Price for Non-Members: Annual Subscription 32s. (post free). Each part sold 
separately 9s. (post free) 
London Agents: P. S. King & Son, Ltd., 14 Great Smith Street, S.W.1 
Annual Membership Subscription Rs. 20 (Rupees twenty); open also to libraries, institutions 


and business firms, whether incorporated or not, on the same terms. For membership forms 
and other particulars, please apply to the Honorary Secretary, 


INDIAN STATISTICAL INSTITUTE, STATISTICAL LABORATORY, PRESIDENCY COLLEGE, 
CALCUTTA 





PUBLICATIONS OF THE ROYAL ECONOMIC SOCIETY 
Price to Members. Published Price. 


£és.d. £846 
HENRY HIGGS: Life and Work of Cantillon... ei a aad ts 76 150 
J. BONAR : The Catalogue of the Library of Adam Smith eae. = cee on 12 6 1.10 
ALFRED MARSHALL : Official Papers... ee ae 2s. 6d. bound ; Is. unbound 106 
T. R. MALTHUS : First Essay on Population (1798)... wee ese nee 50 106 
R. F. KAHN: Wicksell’s Interest and Prices (Geldzins and Giiterpreise) ... 76 150 
The Letters of David Hume. Edited by J. Y. T. GREIG (2 vols.) ~ . 176 25% 
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